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Rules and Regulations 


This section of the FEDERAL REGISTER 
contains regulatory documents having 
general applicability 


DEPARTMENT OF AGRICULTURE 
Agricultural Marketing Service 

7 CFR Part 911 

[Docket No. FV-89-047FR] 


Limes Grown In Florida; Expenditure 
and Assessment Rate Increases for 
the 1989-90 Fiscal Year 


AGENCY: Agricultural Marketing Service, 
USDA. 
ACTION: Final rule. 


SUMMARY: This final rule increases the 


authorized expenditures and assessment 
rate for the 1989-90 fiscal year for the 
Florida Lime Administrative Committee 
(committee), established under 
Marketing Order No. 911. This rule 
increases authorized expenditures to 
$278,000 from $233,000, and the 
assessment rate to $0.18 from $0.15 per 
bushel (55 pounds) of assessable limes. 
These increases are needed by the 
committee to pay additional anticipated 
marketing order expenses and to collect 
additional assessments from handlers to 
pay those expenses. 
EFFECTIVE DATE: April 1, 1989, through 
March 31, 1990. 
FOR FURTHER INFORMATION CONTACT: 
Gary D. Rasmussen, Marketing 
Specialist, Marketing Order 
Administration Branch, Fruit and 
Vegetable Division, AMS, USDA, P.O. 
Box 96456, Room 2525-S, Washington, 
DC 20090-6456; telephone: (202) 475-- 
3918. 
_SUPPLEMENTARY INFORMATION: 

This final rule is serps 
Marketing Agreement an ting 
Order No. 911, both as amended (7 CFR 
part 911), regulating the handling of 
limes grown in Florida. This agreement 
and order is effective under the 
Agricultural Marketing Agreement Act 
of 1937, as amended (7 U.S.C. 601-674), 
hereinafter referred to as the Act. 


This final rule has been reviewed 
under Executive Order 12291 and 
Departmental Regulation 1512-1 and has 
been determined to be a “non-major” 
rule under criteria contained therein. 

Pursuant to requirements set forth in 
the Regulatory Flexibility Act (RFA), the 
Administrator of the Agricultural 
Marketing Service (AMS) has 
considered the economic impact of this 
rule on small entities. 

The purpose of the RFA is to fit 
regulatory actions to the scale of 
business subject to such actions in order 
that small businesses will not be unduly 
or disproportionately burdened. 
Marketing orders issued pursuant to the 
Act, and rules issued thereunder, are 
unique in that they are brought about 
through group action of essentially small 
entities acting on their own behalf. 
Thus, both statutes have small entity 
orientation and compatibility. 

There are about 26 handlers subject to 
regulation under the marketing order for 
limes grown in Florida and about 230 
lime growers in Florida. Small 
agricultural growers have been defined 
by the Small Business Administration 
(13 CFR 121.2) as those having annual 
gross revenues for the last three years of 
less than $500,000, and small agricultural 
service firms are defined as those whose 
gross annual receipts are less than 
$3,500,000. The majority of these 
handlers and growers may be classified 
as small entities. 

The Florida lime marketing order 
administered by the U.S. Department of 
Agriculture (Department) requires that 
the assessment rate for a particular 
fiscal year shall apply to all of the 
assessable commodity handled from the 
beginning of such year. An annual 
budget of expenses is prepared by the 
committee and submitted to the 
Department for approval. The members 
of the committee are handlers and 
growers of Florida limes. They are 
familiar with the committee’s needs and 
with the costs for goods, services, and 
personnel in their local area and are 
thus in a position to formulate an 
appropriate budget. The budget is 
formulated and discussed in public 
meetings. Thus, all directly affected 
persons have an opportunity to 
participate and provide input. 

The assessment rate recommended by 
the committee is derived by dividing 
anticipated expenses by the expected 
shipments of limes in bushels (55 
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pounds). Because that rate is applied to 
actual shipments, it must be established 
at a rate which will produce sufficient 
income to pay the committee’s expected 
expenses. The recommended budget and 
rate of assessment are usually acted 
upon by the committee shortly before a 
season starts, or during the season when 
changes are needed, and expenses are 
incurred on a continuous basis. 
Therefore, budget and assessment rate 
approvals must be expedited so that the 
committee will have funds to pay its 
expenses. 

The committee met on April 12, 1989, 
and unanimously recommended 
increasing 1989-90 budgeted 
expenditures from $233,000 to $278,000 
and the assessment rate from $0.15 to 
$0.18 per bushel (55 pounds) of 
assessable limes shipped. The : 
“marketing” item in the 1989-90 budget 
is increased from $25,000 to $70,000 to 
fund additional market promotion. The 
committee plans to develop and submit 
for approval its market promotion 
projects later in the season. The current 
expenditure level and assessment rate 
was authorized by a final rule signed on 
April 12, 1989, and published in the 
Federal Register (54 FR 15168, April 17, 
1989), based on a January 11, 1989, 
unanimous recommendation of the 
committee. 

Based on shipments of 1,500,000 
bushels of assessable limes and an $0.18 
assessment rate, committee assessment 
income for 1989-90 is estimated at 
$270,000. Interest income continues to be 
estimated at $8,000. 

The committee also unanimously 
recommended that excess 1988-89 
assessments of about $12,000 be 
refunded to handlers, as provided in 
§ 911.42, rather than be placed in its 
reserve as it recommended on January 
11, 1989. The committee's reserve 
currently contains about $156,000, an 
amount well within the maximum 
authorized under the order. 

While this action will impose some 
additional costs on handlers, the costs 
are in the form of uniform assessments 
on all handlers. Some of the additional 
costs may be passed on to growers. 
However, these costs would be 
significantly offset by the benefits 
derived from the operation of the 
marketing order. Therefore, the 
Administrator of the AMS has 
determined that this action will not have 





a significant economic impact on a 
substantial number of small entities. 

This action amends § 911.228 and is 
based on the committee's 
recommendations and other 
information. A proposed rule concerning 
this action was published in the Federal 
Register (54 FR 31843, August 2, 1989). 
Comments on the proposed rule were 
invited from interested persons until 
August 14, 1989. No comments were 
received. 

After consideration of the information 
and recommendations submitted by the 
committee and other available 
information, it is found that this final 
rule will tend to effectuate the declared 
policy of the Act. 

This final rule should be expedited 
because the committee needs sufficient 
funds to pay its increased expenses, 
which are incurred on a continuous 
basis. In addition, handlers are aware of 
the action, which was recommended by 
the committee at public meetings. 
Therefore, it is found that good cause 
exists for not postponing the effective 
date of this action until 30 days after 
publication in the Federal Register (5 
U.S.C. 553). 


List of Subjects in 7 CFR Part 911 


Florida, limes, Marketing agreements 
and orders. 

For the reasons set forth in the 
preamble, 7 CFR part 911 is amended as 
follows: 


PART 911—LIMES GROWN IN 
FLORIDA 


1. The authority citation for 7 CFR 
part 911 continues to read as follows: 


Authority: Secs. 1-19, 48 Stat. 31, as 
amended; 7 U.S.C. 601-674. 


2. Section 911.228 is amended to read 
as follows: 


Note: This section will not appear in the 
Code of Federal Regulations. 


§911.228 Expenses and assessment rate. 


Expenses of $278,000 by the Florida 
Lime Administrative Committee are 
authorized and an assessment rate of 
$0.18 per bushel (55 pounds) of 
assessable limes is established for the 
fiscal year ending on March 31, 1990. 
Excess funds from the 1988-89 fiscal 
year may be refunded to handlers from 
whom collected. 

Dated: August 23, 1989. 

William J. Doyle, 

Acting Deputy Director, Fruit and Vegetable 
Division. 

[FR Doc. 89-20220 Filed 8-25-89; 8:45 am] 
BILLING CODE 3410-02-M 


NUCLEAR REGULATORY 
COMMISSION 


10 CFR Part 2 
RIN 3150-AC22 and 3150-AA05 


Rules of Practice for Domestic 

Licensing Proceedings—Procedural 
Changes in the Hearing Process; 
Correction 


AGENCY: Nuclear Regulatory 
Commission. 


ACTION: Final rule; correction. 


SUMMARY: This document corrects a 
final rule appearing in the Federal 
Register on August 11, 1989 (54 FR 
33168), that improves the hearing 
process with due regard for the rights of 
the parties. This action is necessary to 
correct the text of a footnote. 


EFFECTIVE DATE: September 11, 1989. 


FOR FURTHER INFORMATION CONTACT: 
Stuart A. Treby, Assistant General 
Counsel, Rulemaking and Fuel Cycle 
Division, Offices of the General Counsel, 
U.S. Nuclear Regulatory Commission, 
Washington, DC 20555; Telephone 492- 
1636. 

SUPPLEMENTARY INFORMATION: On Page 
33171, footnote number 2 is corrected to 
read as follows: 

2 The Commission recognizes that in some 
cases the applicant's and the NRC staff's 
position on a particular issue will be similar. 
Although under these rules the contention 
must be framed to disagree with the 
applicant's position, an intervenor's 
evidentiary presentation in such cases at the 
hearing may be directed towards both the 
staff and the applicant to the extent required 
for a consistent litigation strategy. 

Dated at Bethesda, Maryland, this 22nd 
day of August 1989. 

For the Nuclear Regulatory Commission. 


‘ Donnie H. Grimsley, 


Director, Division of Freedom of Information 
and Publications Services, Office of 
Administration. 

[FR Doc. 89-20225 Filed 8-25-89; 8:45 am] 
BILLING CODE 7590-01-M 


DEPARTMENT OF THE TREASURY 
Office of Thrift Supervision 
[OTS-89058; No. 89-58] 

12 CFR Part 571 


investment Portfolio Policy and 
Accounting Guidelines 
Date: August 21, 1989. 


AGENCY: Office of Thrift Supervision, 
Treasury. 
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ACTION: Final statement of policy; delay 
of effective date. 


SUMMARY: The Office of Thrift 
Supervision (the “Office”) is hereby 
delaying the effective date of its final 
statement of policy on investment 
portfolio policy and accounting 
guidelines in order to allow time for a 
consistent policy in this area to be 
developed by the Federal banking 
agencies, including the Office, pursuant 
to the mandate of Title XII, section 1215, 
of the Financial Institutions Reform, 
Recovery and Enforcement Act of 1989, 
Pub. L. 101-73, 103 Stat. 183 (“FIRREA”). 


EFFECTIVE DATE: August 28, 1989. Pre- 
existing GAAP requirements remain 
unaffected by this Statement of Policy. 
Savings associations must comply with 
the documentation requirements of an 
investment policy and strategies and 
board of director reviews on January 1, 
1990. 


FOR FURTHER INFORMATION CONTACT: 
Joe A. Hargett, Professional Accounting 
Fellow, (202) 331-4583, David H. 
Martens, Chief Accountant, (202) 331- 
4579, Douglas P. Foster, Chief 
Accountant, Corporate and Securities 
Division, (202) 906-7503, Gary Jeffers, 
Staff Attorney, Corporate and Securities 
Division, (202) 906-6457, Office of Thrift 
Supervision, 1700 G Street, NW.., 
Washington, DC 20552. 


SUPPLEMENTARY INFORMATION: The 
Office is delaying the effective date of 
its final statement of policy on 
investment portfolio policy and 
accounting guidelines, published at 54 
FR 23457 (June 1, 1989), to be codified at 
12 CFR 571.19, from August 30, 1989, 
until January 1, 1990. The Office has 
requested the Federal Financial 
Institutions Examination Council 
(“FFIEC”) to convene a task force to 
develop a joint Statement of Policy that 
clarifies Generally Accepted Accounting 
Principles for investment portfolios of 
financial institutions. The Office 
believes that FFIEC participation will 
ensure that consistent accounting 
standards are applied to all insured 
financial institutions in this crucial area. 
The Office believes that the mandate 
contained in section 1215 of the recently 
enacted FIRREA that “each appropriate 
Federal banking agency shall establish 
uniform accounting standards to be used 
for determining the capital ratios of all 
federally insured depository institutions 
and for other regulatory purposes” will 
be best served by these actions. 
Pre-existing GAAP requirements 
remain unaffected by the delay in 
implementation of this Statement of 
Policy. The Office will continue to 
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aggressively pursue its efforts to ensure 
fair and consistent application of 


generally accepted eee eens 


and to identify and prohibit a 
accounting practices. Savings 
associations must comply with the 
documentation requirements of an 
investment policy and strategies and 
board of director reviews on January 1, 
1990. 

List of Subjects in 12 CFR Part 571 

Accounting, Bank deposit insurance, 
Reporting and ping 
requirements, Savings and loan 
associations, Securities. 

Accordingly, the Office hereby 
amends chapter V of title 12, Code of 
Federal Regulations, as set forth below. 

1. The heading for Chapter V is 
revised to read as follows: 

CHAPTER V—OFFICE OF THRIFT 
SUPERVISION, DEPARTMENT OF THE 
TREASURY 


PART 571—{AMENDED] 


2. The authority citation for part 571 is 
revised to read as follows: 

Authority: Sec. 3, as added by sec. 301, 103 
Stat. 278 (12 U.S.C. 1462a); sec. 4, as added by 
sec. 301, 103 Stat. 280 (12 U.S.C. 1463); sec. 5, 
48 Stat. 132, as amended (12 U.S.C. 1464). 


§ 571.19 [Amended] 

3. Amend paragraph (e) of § 571.19 by 
changing “August 30, 1989” to “January 
1, 1990”. 

Darrel W. Dochow, 

Acting Director, Office of Thrift Supervision. 
[FR Doc. 89-20173 Filed 8-25-89; 8:45 am] 
BILLING CODE 6720-01-18 


SMALL BUSINESS ADMINISTRATION 
13 CFR Part 120 


RIN 3245-AB92 


Business Loans 
AGENCY: Small Business Administration. 
ACTION: Final rule. 


SUMMARY: Public Law 100-590, enacted 
November 3, 1988, amended the a/ter 
ego rule for development companies so 
that complete identity of ownership 
interests would not be required if 
owners of the operating business and 
the so-called alter ego, the real estate 
holding company. This final rule 
promulgates an identical change in the 
regulations for alter ego loan guarantees 
made under section 7{a) of the Small 
Business Act (15 U.S.C. 636(a)). 


_ DATE: August 28, 1989. 


FOR FURTHER INFORMATION CONTACT: 
Charles R. Hertzberg, Deputy Associate 
Administrator for Financial Assistance, 
1441 L Street NW., Washington, DC 
20416. telephone (202) 653-6574. 
SUPPLEMENTARY INFORMATION: On 
November 3, 1988, Public Law 100-590, 
102 Stat. 2989, was enacted (1988 
legislation). Section 114 of the 1988 
legislation amended the Small Business 
Investment Act of 1958 (15 U.S.C. 
697(a)(2)) to lessen the restrictions on 
the use of the alter ego rule in the 
development company area. Under the 
old rule, there had to be a complete 
identity of interests between 
the applicant real estate holding 
company (the a/ter ego) and the 
operating small business concern. The 
1988 legislation provided that there did 
not have to exist a complete identity of 
ownership interests if one or more of the 
following classes of relatives have the 
ownership interests in either the c/ter 
ego real estate entity or the operating 
small business concern: father, mother, 
son, daughter, wife, husband, brother or 
sister. Regulations implementing this 
change have been promulgated with 
respect to development companies (54 
FR 6265, February 9, 1969). 

There is no reason to have a different 
alter ego rule with respect to loans 
guaranteed under section 7(a) of the 
Small Business Act (15 U.S.C. 636{a)). 
Up until the present time, the alter ego 
regulations for both the development 
company area (13 CFR part 108) and 
section 7(a) loans (13 CFR part 120) have 
been substantially similar. It is SBA’s 
view that if Congress expressly 
amended the rule for 
companies, the Agency should revise the 
rule for section 7(a) loans so that the ~ 
rules would continue to be substantially 
similar. S. Rep. 416, 100th Cong., 2nd 
Sess. (1988), stated that the former strict 
rule had prevented a number of 
meritorious projects from receiving 
financing. Similarly, while the SBA does 
not maintain statistics in this regard, it 
is possible that strict adherence to the 
complete identity of interest rule has 
also prevented some meritorious 
financing in the loan guaranty field. 

Accordingly, on April 28, 1989, the 
SBA published in the Federal Register 
(54 FR 18299), a notice of proposed 
rulemaking to eliminate the complete 
identity of ownership requirement for 
section 7(a) loans provided that certain 
listed family members were owners of 
the operating business and the real 
eae company _ the alter 
ego). The Agency received no comments 
and the regulation is being promulgated 
as final. 

Section 120.101-2{e}{5) of SBA 
regulations (13 CFR 120.101-2{e){5)) is 


hereby amended so that the ownership 
interests between the applicant real 
estate holding company (the alter ego) 
and the operating small concern do not 
need to be identical if such ownership is 
by the father, mother, son, daughter, 
wife, husbend, brother or sister. 

For purposes of the Regulatory 
Flexibility Act (5 U.S.C. 605(b)), SBA 
certifies that this final rule will not have 
a significant impact on a substantial 
number of small entities since the 
preponderance of the Agency’s 
guaranteed loans are not made to alter 
ego applicants of small concerns. 
Similarly, SBA certifies that this final 
rule does not constitute a major rule for 
the purposes of Executive Order 12291, 
since the change is not likely to result in 
an annual effect on the economy of $100 
million or more. 

This final rule does not impose 
additional reporting or recordkeeping 
requirements which would be subject to 
the Paperwork Reduction Act, 44 U.S.C. 
chapter 35. 

This final rule does not have 
federalism implications warranting the 
preparation of a Federal Assessment in 
accordance with Executive Order 12612. 


List of Subjects in 13 CFR Part 120 


Loan programs/business. 

Pursuant to the authority contained in 
section 5(b)(6) of the Small Business Act 
(15 U.S.C. 634(b)(6)), SBA hereby 
amends part 120, chapter I, title 13, Code 
of Federal Regulations, as follows: 


PART 120—BUSINESS LOAN POLICY 


1. The authority citation for part 120 
continues to read as follows: 


Authority: 15 U.S.C. 634(b)(6) and 636{a)(h). 


2. Section 120.101-2{e)(5) is amended 
by revising it to read as follows: 


$ 120.101-2 Type of business. 


* * * * * 


i (e) Lending or investment, “Alter 
gO. ne 2 @ 

(5) It must have ownership interest(s) 
completely identical with and in the 
same proportion as the ownership 
interest(s) in the operating company and 
agree in writing that such identity of 
ownership shall remain unchanged until 
the loan is paid in full or unless SBA- 
gives written approval for an earlier 
change, Provided, however, that SBA 
shall not decline a loan or a guaranty to 
an applicant when the ownership 
interests in the operating small concern 
and in such applicant holding company 
are not identical and not in the same 
proportion solely because one or more 
of the following members nf the same 
family have such interest or interests in 





one and/or the other: Father, mother, 
son, daughter, wife, husband, brother or 
sister. In each such case, SBA shall 
make a determination that such 
ownership, such guaranty and the 
proceeds of such loan will substantially 
benefit the operating small concern. 


(Catalog of Federal Domestic Assistance 
Programs No. 59.012, Small Business Loans.) 
Susan Engeleiter, 

Administrator. 

[FR Doc. 89-20184 Filed 8-25-89; 8:45 am] 
BILLING CODE 8025-01-M 


13 CFR Part 121 


Small Business Size Standards; 
Revision; Correction 


AGENCY: Small Business Administration. 
ACTION: Final rule; correction. 


summary: On March 31, 1989, the Small 
Business Administration (SBA) revised 
its regulations to set an explicit size 
standard of 500 employees for 
nonmanufacturers. A 
“nonmanufacturer” is a company 
offering to supply to the Federal 
Government an item which it does not 
itself manufacture. However, the 
subheadings of the size standards table 
for Division F—Wholesale Trade and 
Division G—Retail Trade can give the 
unintended impression that all retail and 
wholesale procurement contracts, 
including those for services, are 
included under the 500-employee 
nonmanufacturer standard. The 
regulations cover only contracts for 
supplies. Institutional food service, 
computer software and other service- 
type contracts are excluded from the 
nonmanufacturer’s size standard. The 
final rule is corrected by adding the 
words “of supplies” to the subheadings 
of Division F and G. 

EFFECTIVE DATE: August 28, 1989. 

FOR FURTHER INFORMATION CONTACT: 
Gary M. Jackson, Director, Size 
Standards Staff, (202) 653-6373. 
SUPPLEMENTARY INFORMATION: On 
March 31, 1989, SBA published a Final 
Rule (54 FR 13160) which established a 
size standard of 500 employees for 
nonmanufacturers. This rule applies 
only to contracts for supplies and not for 
construction or service contracts (as 
stated in the regulations in § 121.5(b)(2)). 
However, through misinterpretation of 
subheadings in Table 2 of the 
regulations, contracts for services with 
firms under Division F (Wholesale 
Trade) or Division G (Retail Trade) 
might be construed also to be covered. 
By adding the words “of supplies” to the 


center subheadings under both Divisions 
F and G, as set forth below, any 
erroneous impressions are avoided. 

Accordingly, the subheadings of 
Division F—Wholesale and Division 
G—Retail Trade in Table 2 of 
$121.2(d)(2), which appeared as a final 
rule in the Federal Register on March 31, 
1989 (54 FR 13163), are correctly revised 
as set forth below: 


Division F—Wholesale Trade 


(Not Applicable to Government 
Procurement of supplies. The 
nonmanufacturer size standard of 500 
employees shall be used for purposes of 
Government Procurement of supplies.) 


* * * * * 


Division G—Retail Trade 


(Not Applicable to Government 
Procurement of supplies. The 
nonmanufacturer size standard of 500 
employees shall be used for purposes of 
Government Procurement of supplies.) 
* * * * + 

Dated: August 16, 1989. 
Susan Engeleiter, 
Administrator, U.S. Small Business 
Administration. 
[FR Doc. 89-20188 Filed 8-25-89; 8:45 am] 
BILLING CODE 8025-01-M 


DEPARTMENT OF TRANSPORTATION 
Federal Aviation Administration 


14 CFR Part 97 

[Docket No. 25994; Amdt. No. 1407] 
Standard Instrument Approach 
Procedures; Miscellaneous 
Amendments 


AGENCY: Federal Aviation 
Administration (FAA), DOT. 
ACTION: Final rule. 


SUMMARY: This amendment establishes, 


amends, suspends, or revokes Standard 
Instrument Approach Procedures 
(SIAPs) for operations at certain 
airports. These regulatory actions are 
needed because of the adoption of new 
or revised criteria, or because of 
changes occurring in the National 
Airspace System, such as the 
commissioning of new navigational 
facilities, addition of new obstacles, or 
changes in air traffic requirements. 
These changes are designed to provide 
safe and efficient use of the navigable 
airspace and to promote safe flight 
operations under instrument flight rules 
at the affected airports. 

bates: Effective: An effective date for 
each SIAP is specified in the 
amendatory provisions. 


Incorporation by reference—approved 
by the Director of the Federal Register 
on December 31, 1980, and reapproved 
as of January 1, 1982. 
aporess: Availability of matters 
incorporated by reference in the 
amendment is as follows: 


For Examination— 


1. FAA Rules Docket, FAA 
Headquarters Building, 800 
Independence Avenue, SW., 
Washington, DC 20591; 

2. The FAA Regional Office of the 
region in which the affected airport is 
located; or 

3. The Flight Inspection Field Office 
which originated the SLAP. 


For Purchase— 


Individual SIAP copies may be 
obtained from: 

1. FAA Public Inquiry Center (APA- 
200), FAA Headquarters Building, 800 
Independence Avenue, SW., 
Washington, DC 20591; or 

2. The FAA Regional Office of the 
region in which the affected airport is 
located. 


By Subscription— 


Copies of all SIAPs, mailed once 
every 2 weeks, are for sale by the 
Superintendent of Documents, U.S. 
Government Printing Office, 
Washington, DC 20402. 

FOR FURTHER INFORMATION CONTACT: 
Paul J. Best, Flight Procedures Standards 
Branch (AFS-420), Technical Programs 
Division, Flight Standards Service, 
Federal Aviation Administration, 800 
Independence Avenue, SW.., 
Washington, DC 20591; telephone (202) 
267-6277. 

SUPPLEMENTARY INFORMATION: This 
endment to part 97 of the Federal 
viation Regulations (14 CFR part 97) 
prescribes new, amended, suspended, or 
revoked Standard Instrument Approach 

Procedures (SIAPs). The complete 
regulatory description of each SIAP is 
contained in official FAA form 
documents which are incorporated by 
reference in this amendment under 5 
U.S.C. 552(a), 1 CFR part 51, and § 97.20 
of the Federal Aviation Regulations 
(FARs). The applicable FAA Forms are 
identified as FAA Forms 8260-3, 8260-4, 
and 8260-5. Materials incorporated by 
reference are available for examination 
or purchase as stated above. 

The large number of SIAPs, their 
complex nature, and the need for a 
special format make their verbatim 
publication in the Federal Register 
expensive and impractical. Further, 
airmen do not use the regulatory text of 
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the SIAPs, but refer to their graphic 
depiction on charts printed by 
publishers of aeronautical materials. 
Thus, the advantages of incorporation 
by reference are realized and 
publication of the complete description 
of each SIAP contained in FAA form 
document is unnecessary. The 
provisions of this amendment state the 
affected CFR (and FAR) sections, with 
the types and effective dates of the 
SIAPs. This amendment also identifies 
the airport, its location, the procedure 
identification and the amendment 
number. 

This amendment to part 97 is effective 
on the date of publication and contains 
separate SIAPs which have compliance 
dates stated as effective dates based on 
related changes in the National 
Airspace System or the application of 
new or revised criteria. Some SIAP 
amendments may have been previously 
issued by the FAA in a National Flight 
Data Center (FDC) Notice to Airmen 
(NOTAM) as an emergency action of 
immediate flight safety relating directly 
to published aeronautical charts. The 
circumstances which created the need 
for some SIAP amendments may require 
making them effective in less than 30 
days. For the remaining SIAPs, an 
effective date at least 30 days after 
publication is provided. 

Further, the SIAPs contained in the 
amendment are based on the criteria 
contained in the U.S. Standard for 
Terminal Instrument Approach 
Procedures (TERPs). In developing these 
SIAPs, the TERPS criteria were applied 
to the conditions existing or anticipated 
at the affected airports. Because of the 
close and immediate relationships 
between these SIAPs and safety in air 
commerce, I find that notice and public 
procedure before adopting these SIAPs 
is unnecessary, impracticable, and 
contrary to the public interest and, 
where applicable, that good cause exists 
for making some SIAPs effective in less 
than 30 days. 

The FAA has determined that this 
regulation only involves an established 
body of technical regulations for which 
frequent and routine amendments are 
necessary to keep them operationally 
current. It, therefore—(1) is not a “major 
rule under Executive Order 1229; (2) is 
not a “significant rule” under DOT 
Regulatory Policies and Procedures (44 
FR 11034; February 26, 1979); and (3) 
does not warrant preparation ofa _ 
regulatory evaluation as the anticipated 
impact is so minimal. For the same 
reason, the FAA certifies that this 
amendment will not have a significant 
economic impact on a substantial 


number of small entities under the 
criteria of the Regulatory Flexibility Act. 


List of Subjects in 14 CFR Part 97 


Approaches, Standard instrument, 
Incorporation by reference. 


Issued in Washington, DC, on August 18, 
1989. 
Robert L. Goodrich, 
Director, Flight Standards Service. 


Adoption of the Amendment 


Accordingly, pursuant to the authority 
delegated to me, part 97 of the Federal 
Aviation Regulations (14 CFR part 97) is 
amended by establishing, amending, 
suspending, or revoking Standard 
Instrument Approach Procedures, 
effective at 0901 g.m.t. on the dates 
specified, as follows: 


PART 97—[AMENDED] 


1. The authority citation for part 97 
continues to read as follows: 


Authority: 49 U.S.C. 1348, 1354(a), 1421, and 
1510; 49 U.S.C. 106(g) (revised, Pub. L. 97-449, 
January 12, 1983; and 14 CFR 11.49(b)(2)). 


§§ 97.23, 97.25, 97.27, 97.29, 97.31, 97.33, 
and 97.35 [Amended] 

By amending: § 97.23 VOR, VOR/DME, 
VOR or TACAN, and VOR/DME or TACAN; 
§ 97.25 LOC, LOC/DME, LDA, LDA/DME, 
SDF, SDF/DME; § 97.27 NDB, NDB/DME; 

§ 97.29 ILS, ILS/DME, ISMLS, MLS, MLS/ 
DME, MLS/RNAV; § 97.31 RADAR SIAPs; 
§ 97.33 RNAV SIAPs; and § 97.35 COPTER 
SIAPs, identified as follows: 


* * * Effective September 21, 1989 


Parker, AZ—Avi Suquilla, VOR/DME-A, 
Amdt. 2 

Coeur D’Alene, ID—Coeur D'Alene Air 
Terminal, VOR RWY 1, Amdt. 1 

Fort Wayne, IN—Fort Wayne Muni/Baer 
Field, LOC BC RWY 23, Amdt. 7 

Sulphur, LA—Southland Field, VOR DME-A, 


Orig. 
Wiscasset, ME—Wiscasset, VOR/DME RWY 


25, Orig. 

Islip, NY—Long Island MacArthur, ILS RWY 
24, Amdt. 1, Cancelled 

Islip, NY—Long Island MacArthur, ILS RWY 
24, Orig. 

Salem, OR—McNary Fld, LOC/DME RWY 31, 
Amdt. 2 

Salem, OR—McNary Fid, NDB RWY 31, 
Amdt. 18 

Salem, OR—McNary Fld, ILS RWY 31, Amdt. 
27 

Sioux Falls, SD—Joe Foss Field, VOR or 
TACAN RWY 15, Amdt. 18 

Sioux Falls, SD—Joe Foss Field, VOR/DME 
or TACAN RWY 33, Amdt. 9 


* * * Effective October 19, 1989 


Chicago, IL—Chicago Midway, NDB RWY 
SIL, Amdt. 12 

Chicago, IL—Chicago Midway, ILS RWY SIL, 
Amdt. 3 
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Sterling Rockfalls, IL—Whiteside County 
Airport Joseph H. Bittorf Field, LOC BC 
RWY 7, Amdt. 4 

Sterling Rockfalls, IL—Whiteside County 
Airport Joseph H. Bittorf Field, NDB RWY 
7, Amdt. 4 

Sterling Rockfalls, IL—Whiteside County 
Airport Joseph H. Bittorf Field, ILS RWY 
25, Amdt. 9 ; 

Lafayette, IN—Purdue University, VOR-A, 
Amdt. 24 

Portales, NY—Portales Muni, NDB RWY 2, 
Amdt. 2, Cancelled 

Muleshoe, TX—Edward Warren Field, VOR/ 
DME-A, Amdt. 1, Cancelled 


* * * Effective November 16, 1989 


Lakeland, FL—Lakeland Muni, VOR RWY 9, 
Orig. 

Swainsboro, GA—Emanuel County, VOR/ 
DME-A, Amdt. 1 

Swainsboro, GA—Emanuel County, NDB 
RWY 13, Orig. 

Salem, IL—Salem-Leckrone, NDB RWY 18, 
Amdt. 8 

New Orleans, LA—New Orleans Intl 
(Moisant Field), LOC RWY 10, Orig. 

New Orleans, LA—New Orleans Intl 
(Moisant Field), NDB RWY 10, Amdt. 23 

New Orleans, LA—New Orleans Intl 
(Moisant Field), ILS RWY 10, Amdt. 29, 
Cancelled 

Portland, ME—Portland Intl Jetport, RADAR- 
1, Amdt. 2 

Jackson, MS—Hawkins Field, NDB RWY 16, 
Amdt. 5 

Jackson, MS—Hawkins Field, ILS RWY 16, 
Amdt. 4 

Greeneville, TN—Greeneville Muni, LOC 
RWY 5, Amdt. 3 

Greeneville, TN—Greeneville Muni, NDB 
RWY 5, Amdt. 2 

Lafayette, TN—Lafayette Muni, NDB RWY 
19, Amdt. 2 

Smithville, TN—Smithville Muni, NDB RWY 
24, Amdt. 1 

Waverly, TN—Humphreys County, VOR/ 
DME-A, Amdt. 2 

Waverly, TN—Humphreys County, NDB 
RWY 21, Amdt. 2 

Snyder, TX—Winston Field, NDB RWY 35, 
Amdt. 1 

Eagle River, WI—Eagle River Union, VOR/ 
DME RWY 4, Orig. 

Eagle River, WI—Eagle River Union, NDB 
RWY 22, Amdt. 4 


The FAA published an Amendment in 
Docket No. 25970, Amdt. No. 1405 to part 
97 of the Federal Aviation Regulations 
(VOL 54 FR No. 144 Page 31328; dated 
Friday, July 28, 1989, under § 97.27 
effective September 21, 1989, which is 
hereby amended as follows: 


Rescind: 
Chickasha, OK—Chickasha Muni, NDB RWY 


17, ORIG. 
Bay City, TX—Bay City Muni, NDB RWY 13, 
AMDT. 2 


[FR Doc. 89-20174 Filed 8-25-89; 8:45 am] 
BILLING CODE 4910-13-M 
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NATIONAL AERONAUTICS AND 
SPACE ADMINISTRATION 


14 CFR Part 1261 


RIN 2700-AA62 


AGENCY: National Aeronautics and 
Space Administration (NASA). 
ACTION: Final rule. 


summary: NASA is amending 14 CFR 
part 1261, subpart 1261.1, by correcting 
the authority citation and by revising 

§ 1261.102 to comply with Public Law 
100-565 dated October 31, 1988. 
EFFECTIVE DATE: August 28, 1989. 
appress: Office of General Counsel, 
Code GG, NASA Headquarters, 
Washington, DC 20546. 

FOR FURTHER INFORMATION CONTACT: 
Sara Najjar, 202/453-2465. 
SUPPLEMENTARY INFORMATION: Public 
Law 100-565 was approved on October 
3, 1988, which amends title 31 of the 
United States Code to increase from 
$25,000 to $40,000 the maximum that the 
United States may pay in settlement of a 
claim against the United States made by 
an officer or employee of the 
Government. 

Because this rule is only technical in 
nature and corrects a statutory citation 
and revises a mandated dollar amount, 
it does not constitute a major rule for 
purposes of Executive Order 12291 and 
is not subject to the Regulatory 
Flexibility Act at 5 U.S.C. 601 et seq. 


List of Subjects in 14 CFR Part 1261 


Administrative practice and 
procedures, Claim, Dept collections, 
Administrative offset, Government 
employees, Pay administration, Personal 
property, Salary offset, Wages. 

For reasons set out in the preamble, 14 
' CFR part 1261 is amended as follows: 


PAST 1261—PROCESSING OF 
MONETARY CLAIMS (GENERAL) 


1. The autority citation for 14 CFR 
subpart 1261.1 is revised to read as 
follows: 

Authority: 31 U.S.C. 2371, et seq. 


2. Section 1261.102 is revised to read 
as follows: 


§ 1261.102 Maximum Amount. 

From October 1, 1982, to October 30, 
1988, the maximum amount that may be 
paid under the Military Personnel and 
Civilian Employees’ Claim Act of 1964, 
as amended (31 U.S.C. 3721) is $25,000, 
and on or after October 31, 1988, the 
maximum amount is $40,000 (Pub. L. 


100-565, 102 Stat. 2833, October 31, 
1988). 

Richard H. Truly, 

Administrator. 

[FR Doc. 89-20221 Field 8-25-89; 8:45 am] 
BILLING CODE 7510-01-M 


FEDERAL TRADE COMMISSION 
16 CFR Part 424 


Amendment to Trade Regulation Rule 
Concerning Retail Food Store 
Advertising and Marketing Practices 


AGENCY: Federal Trade Commission. 
ACTION: Final amendments to trade 
regulation rule. 


SUMMARY: The Federal Trade 
Commission issues a final amendment 
to 16 CFR part 424, which is retitled 
Retail Food Store Advertising and 
Marketing Practices as amended. The 
trade regulation rule, as amended, 
requires retail food stores to have 
adequate stock to meet reasonable 
demand for items advertised for sale at 
specified prices unless the store 
publishes in the advertisement a clear 
and adequate disclosure that quantities 
are limited. Additionally, the amended 
rule provides that, even when stores do 
not publish a limited quantity 
disclaimer, it is not a violation of the 
rule, when unavailability of an 
advertised item does occur, if the store 
(1) ordered sufficient quantities of the 
item to meet reasonably anticipated 
demand; (2) offers a raincheck for the 
unavailable item; (3) offers a substitute 
for the unavailable item at the 
advertised price or at a comparable 
price reduction; or (4) offers other 
compensation at least equal to the 
advertised value. 

This notice contains a Statement of 
Basis and Purpose for the amendments 
to the Rule, which incorporates a 
regulatory analysis, and the text of the 
Rule as amended. 

EFFECTIVE DATE: August 28, 1989. 
ADDRESS: Requests for copies of the 
Rule and the Statement of Basis and 
Purpose should be sent to the Public 
Reference Branch, Federal Trade 
Commission, 6th Street and 
Pennsylvania Avenue NW., Washington, 
DC 20580. 

FOR FURTHER INFORMATION CONTACT: 
Walter Gross, Division of Service 
Industry Practices, Bureau of Consumer 
Protection, Federal Trade Commission, 
Washington, DC 20580, (202) 326-3319. 


List of Subjects in Part 424 
Retail food stores, Trade rules. 
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By direction of the Commission. 
Donald S. Clark, 
Secretary. 


STATEMENT OF BASIS AND PURPOSE 
I. Introduction 
A. Overview of the Rule 


The Commission promulgated the 
Retail Food Store Advertising and 
Marketing Practices Rule ' in May, 1971 
concluding that “on the basis of the 
entire public record * * * the issuance 
of the Trade Regulation Rule with 
respect to the unavailability and 
mispricing of advertised food and 
grocery products is required by that 
record, and is in the public interest.” 2 
The Rule required retail food stores to 
have every advertised item readily 
available for sale at or below the 
advertised price. If an advertised item 
was not available, the Rule required that 
grocers be able to document that they 
ordered and received sufficient 
quantities of the item to meet 
reasonably anticipated demand. The 
Rule permitted disclosures of some 
restrictions on availability, such as 
“Available only at stores featuring 
delicatessen departments.” * 

Between 1973 and 1978, the 
Commission entered nine cease and 
desist orders against food chains 
charged with failing to have advertised 
items available. Some of the complaints 
in these cases charged violations of the 
Rule; others charged that conduct in 
violation of the principles expressed in 
the Rule violated section 5 of the 
Federal Trade Commission Act.* 


116 CFR part 424 (hereinafter cited as “the Rule” 
or “the current Rule”). 

® 36 FR 8777 (hereinafter cited as “SBP”). 

3 The Rule included an exception to the general 
availability requirement—a provision permitting 
“clear and conspicuous disclosure * * * as to all 
exceptions and/or limitations or restrictions with 
respect to stores, products or prices otherwise 
included within the advertisements.” A 1975 staff 
interpretation of the Rule's disclosure provision 
concluded that advertisements containing a notice 
that supplies of a number of items available at each 
store location, would not excuse a retailer from the 
Rule's requirement that retailers must have 
sufficient quantities on hand to meet demand. 

* Food Fair Stores, Inc., 90 F.T.C. 491 (1977): 
Fisher Foods, Inc., 90 F.T.C. 473 (1977); Shop Rite 
Foods, Inc., 90 F.T.C. 500 (1977); Kroger Co., 90 
F.T.C. 459 (1977); Mayfair Supermarkets, Inc., 87 
F.T.C. 286 (1976); Pacific Gamble-Robinson Co., 86 
F.T.C. 1034 (1975); Baza’r, Inc., 86 F.T.C. 1026 (1975); 
The Great Atlantic and Pacific Tea Company, Inc., 
85 F.T.C. 601 (1975); Albertsons, Inc., 85 F.T.C. 500 
(1975). Two additional Orders, Safeway Stores, Inc., 
91 F.T.C. 975 (1978), and Fred Meyer, Inc, 67 F.T. C. 
112 (1978) dealt only with mispricing. 
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The Commission is promulgating the 
amended Rule in order to reduce costs 
on the retail food industry that are 
passed along to consumers. The 
Commission has concluded that these 
costs, though difficult to measure 
precisely, exceed the benefits the 
original Rule may have provided to 
consumers. The Commission has also 
concluded that the amended Rule will 
not significantly reduce consumer _ 
protection because injury caused by 
such instances of unexpected 
unavailability as do occur will be 
substantially mitigated by the amended 
Rule’s requirement that consumers be 
offered rainchecks or comparable 
substitute items. 


B. Background of this Proceeding 


In 1980, the Commission published * 
for comment A Study of Consumer 
Response to the Availability of 
Advertised Specials, which describes 
the results of a survey that was 
conducted for the Commission by an 
independent research organization, 
Market Facts, Inc.® The findings of the 
Market Facts Study suggested that 
consumers realize little, if any, benefit 
as a result of the Rule. Comments by 
various grocers on the published Study 
indicated that costs of complying with 
the Rule were far in excess of any 
benefits that had been identified.?7 On 
December 10, 1984, the Commission 
published an Advance Notice of 
Proposed Rulemaking (“ANPR”).° The 
ANPR indicated that the Commission 
was seeking further information on the 
costs and benefits of the current Rule as 
well as comments on whether the 
Commission should repeal the Rule, 


5 45 FR 59634 (1980). 

® Market Facts, Inc., A Study of Consumer 
Response to the Availability of Advertised Specials, 
(1979) R-B-1* (hereinafter cited as “Market Facts 
Study” or “Study”). 

*In this document, references made to material 
contained in the rulemaking record are made in the 
footnotes using the following abbreviations: 

Tr.—The transcript of the hearings. 

HX.—Exhibits presented and accepted into 
evidence at the hearings. 

R.—Materials submitted by the Commission staff 
or interested parties as well as materials placed on 
the record at the direction of the Presiding Officer. 

References to documents contained in the written 
(“R” portion) of the rulemaking record show the 
category in which the document was placed, the 
number of the document, and the internal page 
number of the document on which the cited 
reference appears. The reference number for the 
rulemaking record itself is 215-65. 

7 See Bureau of Consumer Protection, Federal 
Trade Commission, Retail Food Store Advertising 
and Marketing Practices: Final Staff Report to the 
Federal Trade Commission on Proposed Amended 
Trade Regulation Rule 7, 9 (1986) R-O-1, 
(hereinafter cited as “Staff Report” in text, “S.R.” in 
notes). 

® 49 FR 48059 (1984). 


amend it or make no change.® 
Comments received in response to both 
the ANPR and the staff's economic 
analysis indicated strong consumer 
opposition to repeal of the Rule. The 
staff subsequently recommended that 
the Commission reduce the costs 
imposed by the Rule by amending its 
provisions to allow grocers greater 
flexibility in disclosing in advertising 
when there are only limited quantities of 
advertised items and to permit 
additional defenses to unavailability.?° 

The Commission then published a 
Notice of Proposed Rulemaking (“NPR”) 
on October 24, 1985.11 The major 
amendments proposed in the NPR 
permitted grocers to (1) publish clear 
and adequate limited quantity 
disclosures in their advertising and (2) 
defend against instances of 
unavailability by demonstrating that 
they provide rainchecks, substitutions of 
items of comparable value or other 
compensation at least equal to the 
advertised value. 

A ninety-day comment period on the 
NPR concluded on January 24, 1986. The 
Commission received 35 comments on 
the NPR, including two from industry 
trade associations, three from retail 
grocers, seven from state, federal and 
local government agencies, three from 
consumer groups and 20 from individual 
consumers. 

On April 1 and 2, 1986, public hearings 
on the Rule were held in Washington, 
DC. Two parties, the Food Marketing 
Institute (“FMI”), a trade association 
representing approximately 1,500 
wholesale and retail grocers, and 
Consumers Union, applied for and were 
granted designation as interested parties 
to participate in the hearings. Eight 
witnesses, four for the Staff and four for 
industry, testified at the hearings. 
Consumers Union decided not to present 
any witnesses, but did conduct cross- 
examination of both staff witnesses and 
industry witnesses. 

In December, 1986, the staff published 
its Final Report, recommending, with 
one minor adjustment, the adoption of 
the proposed amendments.'? In an 


® See Joint Memorandum from the Bureau of 
Consumer Protection and the Bureau of Economics 
to the Federal Trade Commission, Staff Report on 
the Retail Food Store Advertising and Marketing 
Practices Trade Regulation Rule, 16 CFR part 424, 
(July 25, 1984) R-B-23 (hereinafter cited as “1984 
Staff Memorandum”). 

10 See Joint Memorandum from the Bureau of 
Consumer Protection and the Bureau of Economics 
to Federal Trade Commission, Retail Food Store 
Advertising and Marketing Practices Proposed 
Amendment of Trade Regulation Rule, (August 29, 
1985) R-B-67 (hereinafter cited as “1985 Staff 
Memorandum”). 

1150 FR 43224 (1985) R-A-3. 

12S,.R., supra n.7 at 7. 
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accompanying statement, the Bureau 
Director indicated that he favored 
repealing the Rule because the record 
evidence demonstrated that retail food 
stores appear to have adequate 
incentives to avoid unavailability even 
without the presence of an FTC rule.% 
On January 20, 1987, the Presiding 
Officer published his Report, in which 
he recommended amendments to the 
Rule that deviated substantially from 
those that the Commission had initially 
proposed and staff had subsequently 
recommended in its Staff Report.'* 
Twenty-one comments were received 
during a ninety-day comment period on 
both reports that ended on March 24, 
1987: two from industry trade groups, 
one from a federal agency, three from 
state and local consumer agencies, one 
from an academic/staff consultant, one 
from the publisher of a newsletter for 
specialty dealers in the consumer 
electronics industry and thirteen from 
individual consumers. ; 

On December 1, 1987, the Bureau of 
Consumer Protection forwarded its final 
recommendations to the Commission on 
this proposed rulemaking. Two members 
of the rulemaking staff favored 
amending the Rule, while one favored 
repeal. The Assistant Director for 
Service Industry Practices also favored 
amendment. The Bureau Director 
favored repeal as did the Bureau of 
Economics.!* On April 19, 1988,.after 
reviewing the rulemaking record as a 
whole, the Commission voted three to 
two to amend the Rule as the majority of 
the rulemaking staff had proposed. 


Il. Basis for Amended Rule 


A. Legal Standard for Amending the 
Rule 


Section 18(d)(2) of the FTC Act states 
that “[a] substantive amendment to, or 
repeal of, a rule promulgated under 
subsection (a)(1)(B) shall be prescribed 
* * * in the same manner as a rule 
under such subsection.” That section 
also provides that an amendment or 
repeal of a Section 18 rule shall be 
“subject to judicial review, in the same 
manner as” any other Section 18 rule. 
Section 18(e)(3) provides that a rule may 
be judicially reviewed under either a 


13 Id. at Appendix E. 

14 Henry B. Cabell, Report of the Presiding Officer 
on Proposed Trade Regulation Rule: Retail Food 
Store Advertising and Marketing Practices (1987), 
R-P-1 (hereinafter cited as “P.O.R.”). 

15 See Memorandum from William C. MacLeod, 
Director, Bureau of Consumer Protection, to the 
Commission (November 30, 1987). See also FTC 
Press Release, “Consumer Protection and 
Economics Directors Recommend Repealing Food 
Store Advertising Rule; Staff Sees Basis For Either 
Repealing or Amending Rule” (April 19, 1988). 
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substantial evidence standard or, in 
accordance with 5 U.S.C. 706(2)(A), an 
arbitrary and capricious standard. 
According to section 18{e)(3), all factual 
matters upon which the amendment is 
based should be supported by 
substantial evidence in the rulemaking 
record. 

In addition to this statutory 
requirement, the Commission should 
“articulate a satisfactory explanation for 
its action including a rational 
connection between the facts found and 
the choice made.” *® Since the courts 
have noted that there is a presumption 
against changes to an existing course of 
action, the Commission should “supply 
reasoned analysis for the change 
beyond that which may be required 
when an agency does not act in the first 
instance.” 47 If the Commission's 
decision to amend or repeal a rule is 
based upon factual findings, those 
findings should be supported by 
substantial evidence. If the decision to 
amend or repeal is based on policy 
grounds, the Commission should 
articulate its reasoning so that it is clear 
it is not acting arbitrarily or 
capriciously. 

The Commission adopted the original 
Rule in 1971, on the basis of a record 
containing survey evidence that 
indicated overall unavailability rates of 
11 percent of advertised items and 
overpricing rates of between 3.0 percent 
and 4.6 percent in the ten leading food 
chains.?® The Commission’s current 
rulemaking standards might require a 
more persuasive record before imposing 
an industry-wide Rule.'® However, 
given that the Rule is in place, these 
same standards now require “a 
preponderance of substantial reliable 
evidence” in support of any proposed 
change to the Rule. 

In the case of this rulemaking, the 
Commission has concluded that there is 
substantial evidence to support a finding 
that the costs of complying with the 
original Rule far outweigh its benefits. 


16 Motor Vehicle Manufacturer's Ass'n. v. State 
Farm Mutual Automobile Insurance Co., 463 U.S. 29, 
42-43, 103 S.Ct. 2856, 2866-67 (1983). 

17 Td. at 2866. 

48 SBP, supra n. 2 at 8777-78. 

19 The Commission has indicated that before it 
will promulgate a Rule, it will first assure that the 
rulemaking record contains “a preponderance of 
substantial reliable evidence” in support of the 
Rule. Initially, it will require substantial evidence 
for the factual propositions underlying a 
determination that an existing practice is unfair or 
deceptive. Additionally, the Commission will 
consider the following questions in deciding to 
promulgate a Rule: (1) Is the act or practice 
prevalent? (2) Does a significant harm exist? (3) Will 
the proposed Rule reduce that harm? and (4) Will 
the benefits of the Rule exceed its costs? Statement 
of Basis and Purpose, Credit Practices TRR, 49 FR 
7740 (March 1, 1984). 


Moreover, the Commission believes that 
the amendments it has adopted will 
reduce these costs while serving to 
ensure that consumers will still be 
protected from losses associated with 
unavailability of advertised items. 


B. The Benefits of the Original Rule 


One means of determining the 
benefits of the Rule is to measure the 
extent to which it may have been 
effective in reducing unavailability of 
advertised specials that existed prior to 


the Rule and then to estimate the actual - 


consumer dollars saved as a result of 
that reduction. The rulemaking record in 
this matter contains evidence on this 
issue in the form of retail food store 
unavailability surveys that were 
conducted before and after the Rule was 
promulgated, as well as academic 
research that permits the conversion of 
the differences in unavailability rates 
into consumer dollars. This section first - 
compares pre-Rule and post-Rule survey 
rates of unavailability and then, using 
the findings from the academic research, 
estimates the maximum level of likely 
savings that consumers have realized as 
a result of the Rule. 

A second means of determining 
consumer benefits is to survey 
consumers as to how the unavailability 
of advertised products affects them and 
how much they value availability of 
these products as compared with other 
attributes of retail grocery stores. Using 
the data from that survey of consumers 
regarding unavailability, a separate 
estimate of consumer benefits is 
generated. 


1. Pre-Rule and Post-Rule Measures of 
Unavailability 


a. Survey Rates of Unavailability. In 
1967-68, as part of a larger study of food 
store selling practices conducted in 
Washington, DC and San Francisco, 
California, staff surveyed retail food 
stores’ shelves for the presence of 
advertised items. * This survey 
indicated an average overall 
unavailability rate in the two 
metropolitan areas studied of 11 
percent.?! This study was the primary 


20 Bureau of Economics, Federal Trade 
Commission, Economic Report on Food Chain 
Selling Practices in the District of Columbia and San 
Francisco 1 (1969) R-I-61 (hereinafter cited as 
“Market Basket Survey”). The survey covered an 
average of 65 advertised items in each of 137 stores 
in the Washington, DC and San Francisco sales. . 
areas. 


21 In Washington, DC, the staff found chain store 
unavailability rates to be 23 percent in low-income. 
areas and 11 percent in high-income areas, with an 
overall rate of 14.4 percent. In San Francisco, where 
there was no such discrepancy between low-income 
and high-income areas, staff found an overall rate of 
six percent. Overall, a total of 11 percent of the 
items were found to be unavailable. 


basis for promulgation of the original 
Rule.22 


In contrast, the record evidence 
indicates that unavailability rates in the 
period after the Rule was promulgated 
have been cut in half. In 1973, 
Commission staff surveyed 
unavailability and mispricing of 
advertised items in 640 retail food stores 
of leading grocery store chains in 40 
Standard Metropolitan Statistical Areas 
(“SMSA”).2* The overall average 


- unavailability.rate was 5.5 percent.2* 


A recent survey, conducted in the 
Borough of Manhattan of New York City 
by the Better Business Bureau of 
Metropolitan New York, Inc., in 1985, 
showed an unavailability rate (4.6%) 
consistent with previous post-Rule 
studies.25 Only one study, which was 
conducted in New Jersey in 1980, 
showed post-Rule unavailability rates to 
be higher (6.8%) than rates found in the 
studies already mentioned.?¢ 


It should be noted, however, that in this study, 
surveyors did not ask store personnel, as they did in 
later studies, about items they could not find on the 
shelves. Presumably, some items not found on the 
shelves may have been in the back of the store or 
located elsewhere in the sales area. This survey 
was criticized by industry members as being 
unsound methodologically. See S.R., supra n. 7 at 19, 
n. 41. While the failure to ask routinely for items not 
found on the shelves could have resulted in a slight 
overstatement of actual unavailability rates, it is 
unlikely that this oversight resulted in any 
substantial distortion of the results. In a similar 
study conducted by the Better Business Bureau of 
Metropolitan New York, Inc., surveyors did ask for 
items they could not find. Of the 480 items checked, 
only two out of 22 items not found on the shelves 
were in storage. Comment of Better Business Bureau 
of Metropolitan New York (1986) R-H-1 (“NYBBB 
1986"). It does appear, however, that in order to 
account for differences between pre- and post-Rule 
methodologies, the overall pre-Rule unavailability 
rate should be adjusted slightly downward. 

22 SBP, supra n. 2 at 8777-78. 

23 Statement of Michael Lynch, Bureau of 
Economics, Federal Trade Commission, HX. 12, 
Exhibit 2 (1973 Commission Survey). Four stores 
from each of the four leading chains in each SMSA 
were picked at random. An item was considered 
unavailable if it could not be found anywhere in the 
sales area of the store and was not available on 
request from any part of the store not open to the 
public. Jd. 

24 Jd. Primarily on the basis of this survey, the 
Commission issued complaints against eleven 
supermarket chains alleging high unavailability 
rates in nine of them. See discussion supra at § ILA. 
An analysis of the unavailability rates contained in 
mandatory reports filed by the stores under orders 
as a result of these actions (“compliance reports”), 
submitted mostly in 1978 shows unavailability rates 
ranging from 0.3 percent to six percent and an 
average reported rate of 2.4 percent. However, 
because in many cases the order provisions 
requiring the surveys permitted the chain named in 
the order to determine the time and place of the 
surveys of its own stores, staff estimated that the 
true overall rates were closer to four percent. S.R., 
supra n. 7 at 21. 

25S.R., supra n. 7 at 22. 

6 Jd. at 22-23. A similar study conducted in 1978 
by the same agency had found the overall 

Continued 
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On the basis of the comparison of pre- 
Rule and post-Rule survey rates, it 
appears that overall unavailability rates 
have been reduced by about 50 percent 
to current levels of about five percent 
since the Rule’s promulgation. Although 
other factors, such as the introduction of 
computerized inventory records, may 
have served to reduce unavailability 
somewhat, evidence as to the measures 
that stores have taken to assure Rule 
compliance 27 leads the Commission to 
conclude that this reduction can be 
attributed primarily to the Rule and the 
resulting enforcement actions brought in 
the mid-seventies. Accordingly, benefits 
that may result from the original Rule 
can be measured in terms of the 
reduction in consumer losses from pre- 
Rule levels of unavailability of about 10 
percent to post-Rule levels of 
unavailability of about five percent. 

b. The Ferguson Study. ** In 1980, 
academic researchers from the 
Marketing Department of the University 
of Alabama reported on a simulation 
study that estimated losses from 
unavailability of items featured in a 
typical retail food store ad. This 
research, referred to herein as the 
Ferguson Study, provides the basis for a 
direct measurement of Rule benefits by 
providing a basis for estimating an 
aggregate annual loss incurred by 
customers confronted with 
unavailability.?® 

The simulation technique used in the 
Ferguson Study permitted the 
researchers to calculate the losses 
incurred by consumers at various levels 
of unavailability.*° Comparing losses 


unavailability rate to be five percent. Jd. However, 
little is known concerning the methodology used in 
either of these studies. For example, the 
methodology does not reveal whether shoppers 
asked store personnel for items that they could not 
find on the shelves. 

27 See discussion infra at section II.C. 

28 Ferguson, Mason and Wilkinson, Simulating 
Food Shoppers’ Losses as a Result of Supermarket 
Unavailability, 11 Decision Sciences 535 (1980), R-I- 
40 (hereinafter cited as “the Ferguson Study”). 

2° The Study researchers generated the data on 
shopper losses by simulating a year’s worth of 
typical shopping transactions at a supermarket 
believed to be representative-in terms of size and 
sales volume. The design of the simulation model 
was based on previously obtained information 


grocery advertising of that market. The Ferguson 
loss calculation does not take into account the time 
and aggravation expended by shoppers 
encountering unavailability because of the difficulty 
in quantifying such factors. Jd. at 544 n.7. 

3° To obtain the weekly per shopper gain, the 
average gain for each transaction in the simulation 


generated by an unavailability level 
near that which existed prior to the Rule 
with losses generated by an 
unavailability level approximating the 
post-Rule unavailability level results in 
a new benefit per consumer of less than 
one cent per shopper per week.*! 

This estimate takes into account only 
the savings realized through the 
avoidance of trip losses (“the trip gain”), 
which are losses that result from the 
expense of wasted trips to retail outlets 
for advertised items that are 
unavailable. The price savings on 
advertised specials (“the savings 
gain”)}—which to the individual 
consumer shopping for that special may 
seem important—are not included in the 
benefits calculation because consumers 
in the aggregate do not actually realize a 
savings from the purchase of items on 
special. This is because grocers 
compensate for losses they incur from 
price reductions by increasing prices 
elsewhere or reducing services.*? 


2. The Consumer Survey Regarding 
Unavailability 


A survey of consumer attitudes and 
perceptions of unavailability 
commissioned by the staff, the Market 
Facts Study,** addressed such issues as 


is multiplied bythe average number of weekly 
transactions made by an average shopper (1.5). See 
Progressive Grocer, 48th Annual Report of the 
Grocery Industry (1981), R-I-55. The resulting per 
week gain ($0.008) is then converted’ to'an annual 
figure by multiplying the average number of 
supermarkets in 1980 (28,680) times the average 
number of customers per supermarket (about 4000) 
as reported in Progressive Grocer, 49th Annual 
Report of the Grocery Industry, 5 (1982), R-B-42. 
This result is then multiplied by the average gain 
per week per shopper and converted to 1985 dollars 
(see below) to produce an annual figure of $48 
million. 

All benefits.and costs estimates are converted to 
1985 dollars using the consumer price index in order 
to make them comparable to each other. The 
conversion formula follows: 

Amount Year Y Dollars = (Amt in Year X 
Dollars) (CPI of Year Y) divided by (CPI of Year X). 

31 See S.R., supra n. 7 at 80-82. The Presiding 
Officer criticized the omission of savings gains and 
the justification therefor. He concluded that “Staff 
has averaged away the benefits for the individual 
consumer.” P.O.R., supra-n. 14 at 100. However, 
these individual consumer gains are not as 
significant as critics may think. First, the more that 
individual shoppers exclusively shop for bargains, 
the more other shoppers will have to.absorb 
increased prices. The benefit to those individual 
shoppers thus becomes a loss to the other shoppers 
and the net benefit is still zero. Second, it is unlikely 
that many consumers actually save substantial 
sums on the yearly food budget by shopping 
specials. 

82 See S.R., supra n. 7 at 80-81. The savings gain 
per shopper per week is approximately 2.6 cents. 

83 Supra n. 6. 


(1) the degree to which. consumers 
experience unavailability, (2) the ability 
of consumers to take corrective action 
when they encounter unavailability, (3) 
the extent to which consumers consider 
unavailability to be a problem, and (4) 
the value consumers place on 
availability.** Consumer responses to 
these questions produced the following 
results: 

—More than. eight out of ten 
consumers have experienced at least 
occasional unavailability; a typical 
encounter usually results in the 
consumer either doing without the item, 
buying a comparable item at the regular 
price or going elsewhere to get the item. 
Most consumers indicated that they are 
not significantly inconvenienced by 
unavailability. 

—Seven out of ten consumers have 
access to several stores that compete for 
their business by means of newspaper 
advertising.** of the more than half of 
the respondents who had encountered a 
store with “too few of its advertised 
items available,” most would respond 
by either paying less attention to that 
store’s advertising or shopping there iess 
often. 

—When asked to rank by importance 
various store attributes, consumers 
ranked availability of advertised items 
seventh out of 2T factors, behind quality 
of produce, quality of meat, overalt 
price, amount of savings of advertised 
items, variety of items and friendly, 
helpful store personnel. 

—Consumers report that they are 
willing to accept availability levels as 
low as 70 percent rather than experience 
either a one percent increase in prices, 
reduced savings on advertised specials, 
an increase in cashier overcharge 
mistakes, or a significant reduction in 
consumer services.*® 


34 The Study is based on a sample taken from a 
universe of 65,000 households comprising the 
Market Facts Mail Panel, demographically balanced 
to represent U.S. consumers and the U.S. population 
as a whole. The sample was chosen randomly from 
a universe of all panel members. The sample 
consisted of 3,036 households, each of which was 
mailed # questionnaire with instructions that it 
should be completed by the household member who 
does at least half of the shopping, to insure that it 
was completed by the most experienced shopper. 
Questionnaires were returned: by 2,563 respondent 
representing an 84 percent response rate. 

35 The study also found that.consumers regularly 
read food store advertising and most of them pay 
some attention to featured items in those ads. 

36 The Study also reported that consumers 
generally were unwilling to give up any other store 
attributes—some arguably much lower in value than 
a one percent price hike—to assure higher 
availability rates. For example, generally, it was 
more important to consumers to maintain the same 
level of items advertised than to have them 
available 70, 80, 90 or ever 100 percent of the time; 
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In light of the findings of the Market 
Facts Study, that, in general, consumers 
do not object to availability going as low 
as 70 percent, then even a decrease to 
the 90 percent pre-Rule levels would not 
appear to pose a major problem. 
Moreover, the Market Facts Study 
indicates that while most consumers 
have experienced unavailability of 
advertised items, they have alternative 
food stores available to them and would 
switch to them if their regular store had 
too few of its advertised items available. 
Under the circumstances, therefore, the 
Commission concludes that the Market 
Facts Study indicates that, in general, 
the Rule has provided relatively small 
benefits to most consumers. 


3. Conclusion 


Based on the two studies relied on in 
assessing Rule benefits, the Commission 
finds that the measurable benefits to 
consumers under the Rule are less than 
one cent per week per shopper and, in 
the aggregate, range no higher than $48 
million per year for all supermarket 
shoppers. Consumers may also realize 
additional—albeit unquantifiable— 
benefits, inasmuch as the Rule’s 
assurance of availability saves 
consumers the aggravation expended 
when an advertised product proves 
unavailable.$7 


C. The Costs of the Original Rule 


According to the record evidence, 
most food retailers feel compelled to 
take precautions that they would 
otherwise not take in the ordinary 
course of business to avoid inadvertent 
violations of the Rule. They take 
extraordinary measures to ensure that 
they have sufficient inventory of 
advertised items on hand to satisfy the 
last customer on the last day of the sale. 
These measures include maintaining 
inventory cushions over and above what 
is needed to meet reasonably 
anticipated demand, performing 
additional checks of retail shelves, and 
creating and maintaining records of their 
cumulative monitoring activities. These 
measures result in costs to the food 
retailers that are attributable solely to 
the Rule. This section analyzes the 
direct costs of these efforts. Evidence of 
the magnitude of these costs is provided 
by estimates from five separate 


consumers also placed more value in having 80 
percent of regularly stocked non-advertised items 
available than 100 percent of advertised items. 
Market Facts Study, supra n. 6 at 24. 

37 See supra n. 29. See also infra at section II.D 
where the Commission concludes that the 
magnitude of the unquantified transactional costs 
are de minimis 


supermarket chains.** In addition, the 
Commission staff's own independent 
analysis of the costs produced by 
investing in excess inventory, using data 
from the Ferguson Study, is also set 
forth. This independent analysis, 
developed by Michael Lynch, a staff 
economist in the FTC’s Bureau of 
Economics, generally supports the 
supermarket chains’ estimates of 
inventory costs.°® 

For purposes of this analysis, industry 
cost data are broken down into four 
expense categories: (1) Increased 
inventories to reduce unavailability 
(“inventory costs”); (2) extra internal 
monitoring of shelf stock and back room 
inventories to reduce ordering and 
pricing errors (“monitoring costs”); (3) 
compiling and monitoring extra records 
to prove compliance (“recordkeeping 
costs”); and (4) extra legal advice and 
consultation as well as extra monitoring 
by outside auditors and the like (“legal 
and survey costs”).*° The Table at 
Appendix A to this statement breaks out 
cost data (stated in 1985 dollars) by 
source and expense category. 


1. Inventory Costs 


The record indicates that one of the 
more costly measures that stores use to 
avoid inadvertently violating the Rule is 
to purchase and stock more inventory of 


88 All per store cost figures have been converted 
to 1985 dollars. See supra no. 30. 

39 See Statement of Michael Lynch, Bureau of 
Economics, Federal Trade Commission, Exhibit 13 
(1986) HX-12, R-LL-1. 

The industry cost data includes data submitted by 
the Food Marketing Institute (FMI) on behalf of 
three supermarket chains, identified in the record 
only as Company A, Company B, and Company C, 
and data submitted separately by Safeway, Inc., 
Kroger Stores, Inc. and Albertsons, Inc. However, a 
number of factors indicate that Safeway is 
Company A in FMI's submission. See S.R., supra n. 
7 at 92. Thus they are treated as one (“Company A/ 
Safeway”) for purposes of this analysis. 

Although the retail food industry alleged that 
their costs were indeed incremental costs 
attributable solely to Rule compliance, some 
commenters were skeptical that the chains could 
demonstrate successfully their basis for 
distinguishing alleged incremental costs from costs 
incurred in the ordinary course of doing business. 
The Presiding Officer also believed that the industry 
cost data were not reliable. P.O.R., supra n. 14 at 97. 
Staff, however, carefully probed industry witnesses 
at the hearings to determine the methodologies the 
chains used to identify and quantify their costs. See 
S.R., supra n. 7 at 111-112. In some instances, staff 
recalculated cost components of some stores that it 
believed to be based upon erroneous accounting 
principles. /d. at 98-99 and 101-102. 

In the Commission's opinion, industry witnesses 
provided generally objective criteria for their costs, 
and each chain that submitted cost figures for the 
record demonstrated that it had an objective basis 
from which it estimated incremental Rule 
compliance costs. As adjusted by staff, the figures 
may be relied upon to support a finding as to the 
magnitude of costs to the industry for Rule 
compliance. 

49S.R., supra n. 7 at 93. 
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advertised products than they 
realistically expect to sell. This measure 
results in both the cost of investing in 
(or carrying) excess inventory *! 
(“inventory investment costs”) and the 
monetary loss that stores incur when the 
excess inventory in perishables, e.g., 
meat and produce, spoils or is reduced 
below cost for quick sale before it spoils . 
(“spoilage and distress costs”).*? 

As staff's independent analysis of 
inventory costs demonstrates,** the cost 
of stocking inventory cushions in 
perishable items can be extremely high. 
This is because these products have a 
very limited shelf life and, if not sold 
quickly, will spoil and must be 
discarded at a total loss. In order to 
reduce losses from spoilage, grocers 
attempt to sell excess inventory in 
perishables below their costs to move 
them quickly (“distress selling”). The 
extent to which grocers incur losses 
from spoilage or distress selling. 
constitutes a second type of cost 
attributable to the perceived need to 
stock inventory cushions for advertised 
items. Staff estimates from industry 
figures that these costs range from 
$1,697 to $6,789 per store annually.** 


2. Monitoring Costs 


Monitoring costs represent the labor 
cost of having in-store personnel and 
supervisory personnel perform extra 
checks to see that advertised items are 
in stock and priced correctly.*® As a 


“1 When retailers purchase extra inventory for 
advertised items that they do not expect to sell 
during the sales periods, they either have to borrow 
the money or invest capital that otherwise would be 
earning money for them. Either the amount of 
interest paid for the loan or the amount of money 
that stores could realize had that capital been 
invested at prevailing interest rates represents the 
inventory investment cost to the retailer. Of course, 
except for perishables that spoil or that are reduced 
below cost for quick sale, stores eventually will sell 
the excess inventory at the normal profit margin. 
For that reason the amount of money actually 
borrowed or invested is not a cost to the stores 
because ultimately they will recoup that 
expenditure. However, the fact that grocers 
eventually will earn a profit on the excess inventory 
does not offset the lost interest. Retailers, as long as 
they remain in business, must invest continually in 
new inventory cushions for their weekly advertising 
specials. Accordingly, they always will have an 
amount of capital tied up in excess inventory; even 
as they are recouping capital previously invested, 
they are investing new capital. Thus, the loss of 
interest on the average amount of capital invested 
in the excess inventory cushion represents the 
retailer's inventory investment cost. 

42 These costs varied widely (from $356 per store 
to $4,778 per store) and some were subject to 
controversy. See discussion in S.R., supra n. 7 at 97- 
103 for an explanation of how they were derived. 

“3 See infra at section II.D. See also testimony of 
Michael Lynch, Staff Economist, Bureau of 
Economics, Tr. at 298-301. 

44 See S.R., supra n. 7 at 95. 

45 Jd. at 107-08. 
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matter of good business practice, food 
retailers regularly monitor inventory 
levels to ensure that they have adequate 
stock. In order to ensure Rule 
compliance, however, they make these 
checks more often than would be 
required in the regular course of 
business.*® Staff estimates from 
industry figures that annual per store 
— costs ranged from $2,268 to 
830. 


3. Recordkeeping Costs 


Recordkeeping costs are the costs 
food retailers incur to develop and 
compile records to show that they 
ordered and had delivered sufficient 
quantities of advertised items to meet 
reasonably anticipated demand in order 
to defend themselves against any 
charges that they violated the Rule. 
Food retailers indicated that 
recordkeeping costs exist at both the 
store level where these records are 
developed and at the central office level 
where the records generally are 
compiled and stored. Staff estimates 
from industry figures that annual 
recordkeeping costs ranged from $52 to 
$2,312 per store. 


4. Legal and Survey Costs 


This cost category includes the cost of 
legal services used in connection with 
Rule compliance or defense (the legal 
costs). It also includes the cost of audits 
of Rule compliance by independent 
firms that some stores retain (the survey 
costs). Staff estimates from industry 
figures that such costs ranged from $12 
to $249 annually.*? 


5. Indirect Costs 


The indirect costs of the Rule are 
mainly opportunity costs, i.e., costs that 
are the result of the lost opportunities 
from action not taken. These indirect 
costs may occur because the threat of 
penalties resulting from a Rule violation 
may inhibit some types of food store 
advertising. As a result, food stores may 
advertise fewer items, run fewer 
specials or change the types of products 
they advertise. For example, food stores 
may advertise new products less often 
because demand for them may be hard 
to predict. They may be reluctant to 
advertise produce or other perishables, 
because at the end of the sale period, 
unsold items may spoil or need to be 
sold at distress prices. They may restrict 
their advertising of items with limited 
demand, such as ethnic items, because 
all stores would have to carry the item 
regardless of the segmented demand. 
They may advertise directly delivered 


46 Jd. at 107, n. 283. 
#7 Id. at 109-10. 


items, such as beer and. soft drinks, less 
often because deliveries from many 
independent suppliers are more difficult 
to coordinate. than deliveries from the 
store’s warehouse. They also may 
advertise less frequently items available 
in limited quantity, such as products on 
“deal”, because they may not be able to 
guarantee quantities sufficient to meet 
demand. While these costs are real, they 
are not readily quantifiable and thus are 
not included in the cost-benefit 
calculation.*® 


D. Cost/Benefit Comparison 


On the basis of the various estimates 
of costs of Rule compliance as compared 
with the estimates of r.. ximum benefits 
under the Rule, the Commission 
concludes that the costs of complying 
with this Rule greatly exceed the 
benefits. Depending upon which food 
retailers’ cost figures are used and 
assuming benefits of a magnitude 
indicated by the Ferguson Study, the 
record indicates that the costs imposed 
by the Rule exceed its benefits by ratios 
that range from over 2% to one to nearly 
eight to one.*® If the sum of the averages 
for each cost category is used, the ratio 
of costs to benefits is more than five to 
one.5° Moreover, staff's independent 
analysis of the data used in the 
Ferguson Study demonstrates that the 
costs of reducing survey rates of 
unavailability by investing in excess 
inventory can result in costs that exceed 
benefits by an overwhelming margin.5* 


48 See infra at section I.D, where the Commission 
concludes that these: costs are:de, minimis. 

«° Staff estimated maximum direct benefits under 
the Rule to be $48 million per year. The lowest 
overall estimate of annual costs (based on the 
submission of the only grocery store chain that did 
not attempt to estimate its inventory costs) was 
approximately $132 million when extrapolated 
industrywide. On the high side of the range are 
costs extrapolated to the industry at about $370 
million. Even selecting the lowest costs in each 
category and extrapolating their total to an 
industrywide figure results in costs of about $126 
milliom per year. 

5° Staff estimated that the total of the averages 
for all cost categories is approximately $319 million, 
or, converted to a per customer per week basis, 5.3 
cents. Te obtain the percustomer per week cost, the 
industrywide cost per year wae divided by the 
number of supermarket shoppers in 1980, 114.7 
million, see S.R., supra n. 7 at 82, m, 231, and then 
divided by the 52 weeks in a year. As previously 
noted, the maximum benefit was estimated by staff 
to be only 0.8 cents per customer per week. 

51 From the raw data supporting the Ferguson 
Study, staff used the annual demand levels 
generated. by the Study to.project annual costs of 
inventory cushions for a store:that chooses to invest 
in extra inventory in amounts sufficient to lower 
unavailability from: pre- to. post-Rule levels. See 
S.R., supra n. 7 at 104-05. Carrying inventories at 
two standard increments above the normal level 
reduces survey unavailability rates from a level 
approximating the pre-Rule level to that 


approximating the post-Rule level. Such a practice _ 


results in inventory investment costs on a per store 


As previously noted, there are both 
benefits and costs, indirect in nature 
and difficult to quantify, that are not 
included in the cost benefit 
calculation.®* On the benefits side of the 
equation are unquantified “transactional 
costs,” or costs.in the form of wasted 
time and frustration that result when an 
advertised item is unavailable.5* On the 
cost side are the “indirect costs” of lost 
information, e.g., information lost as a 
result of food retailers’ avoiding 
advertising of certain categories of 
products—meat, produce, new products, 
etc.—because it may be difficult to 
accurately predict demand for them or 
assure adequate inventories. 5* 

Record evidence indicates that 
savings from avoiding transactional 
costs are de minimis. Both the Market 
Facts Study and the Ferguson Study 
indicate that the overwhelming majority 
of consumers who have encountered 
unavailability report minimal 
inconvenience as a result. In the 
Ferguson Study, 83 percent of shoppers 
who encountered unavailability 
indicated that they did not experience 
significant inconvenience.®* Likewise, 
the independent surveys supporting the 
Market Facts findings revealed that 74 
percent of shoppers who encountered 
unavailability experienced little or no 
inconvenience (44 percent reported 
none), while only three percent reported 
“great inconvenience.” 

The indirect costs of limited 
information about items specially 
reduced in price are also minor. Indeed, 
if specials are not advertised, consumers 
may not realize the savings available 
had they known about and purchased 
those items at reduced prices. However, 
these “savings gains” do not affect the 
cost-benefit calculus inasmuch as 
grocers must raise other prices or reduce 
services to compensate for these price 
reductions.5® Thus, the actual loss in 


basis (in 1985 dollars) of $639 and spoilage/ 
distressing costs: of $29,045. These reductions would 
produce benefits of only $1149. Jd: at 164-07. 

As staff notes,. the figures as generated should not 
be considered. actuai costs of a typical store, 
however, since actual costs depend upen a// 
strategies that an individual chain might adopt to 
achieve Rule compliance. These figures are based 
upon reliable data, however, and confirm that the 
inventory figures produced by industry are 
reasonable cost estimates. 

5? The Presiding Officer claimed that the 
existence of both costs and benefits that could not 
be quantified rendered the entire cost-benefit 
analysis unreliable P-O-.R., supron. T4 at 53. 

58 See supra n. 29. 

54 See discussion supra.at § IT.C.5. 

55 HX. 5 at 6. 

56 See discussion supra at § ILD. 
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this respect is limited to the information 
itself, not the savings to be gained from 
knowing it. Thus, for example, the loss 
occasioned by a grocer’s failure to 
advertise a new breakfast cereal at a 
reduced introductory price is the 
information that a new product exists, 
not the savings tu be realized from 
purchasing it. 

After considering all of the options for 
correcting this imbalance, including 
repeal of the Rule, the Commission has 
concluded that amending the Rule as 
proposed will substantially reduce costs 
while preserving the benefits that accrue 
to consumers from increased 
availability. 

E. Legal Basis for Amending the Rule 


As previously noted, the basis for 
amending the Rule is the record 
evidence that the cost of complying with 
the Rule substantially exceeds the 
benefits. Given this basis for action, the 
Commission is adopting measures that 
should substantially mitigate or 
eliminate the compliance costs. There is 
also substantial evidence in the current 
rulemaking record that, under the 
Commission's deception standard, 
failing to have adequate supplies of 
advertised products on hand in 
sufficient quantities to meet reasonably 
anticipated demand is deceptive.5? 

The Commission's deception standard 
requires that there be a representation, 
omission or practice that is material and 
likely to mislead consumers acting 
reasonably under the circumstances.5® 
Certainly, there is little dispute that a 
retail food store ad listing items on sale 
at specified prices is a material 
representation. What remains to be 
determined, therefore, is whether the 
record contains substantial evidence 
that consumers who shop for items 
featured in the ad and find them 
unavailable are reasonably misled. 

The Market Fa..3 Study contains 
substantial evidence that would provide 
a basis for concluding that failing to 
have sufficient quantities of advertised 
items on hand to meet anticipated 
demand misleads many consumers. The 
Study indicates that a substantial 
portion of the public (34%) expect that 
grocers will not run out of advertised 
goods unless there are qualifications or 
limitations as to their availability 


57 This does not mean that grocers are expected 
to meet a 100 percent availability standard. Even 
the original Rule indicated that it “will consider 
* * * all circumstances surrounding non-delivery of 
advertised products which were actually ordered in 
quantities sufficient to meet reasonably anticipated 
demands, but were beyond the advertisers’ control.” 

58 Cliffdale Associates, Inc., 103 F.T.C. 110, 164-65 
(1984). 


expressed in the ad.5® Moreover, 
according to the same study, 30 percent 
of consumers consider it very important 
and an additional 48 percent find it 
somewhat important that they be able to 
find all advertised items on the last day 
of a sale.®° The Market Facts Study also 
found that 87 percent of consumers 
actually experienced unavailability in 
recent years even when post-Rule 
unavailability levels of five rather than 
ten percent were believed to prevail.®* 
More significantly, at this same post- 
Rule level, 56 percent of consumers 
found a store that had levels of 
unavailability that they considered too 


high.¢2 
In summary, the Commission 
concludes that there is substantial 
evidence in the current record that 
unavailability of advertised items would 
constitute a deceptive practice.** The 


5® Market Facts Study, supra n. 6 at Table 16. 

6° Jd, at Table 9. This notion that advertisers have 
on hand sufficient quantities of advertised 
merchandise to meet reasonably anticipated 
demand is not unique to the Rule. It is a direct 
extension of principles expressed in the 
Commission's Guides Against Bait Advertising (16 
CFR 238.3(c)) as well as decision in litigated cases. 
See, e.g., The Great Atlantic and Pacific Tea 
Company, Inc., 85 F.T.C. 601 (1975). 

The Market Facts findings that 34 percent of 
consumers expect 100 percent availability can also 
be reasonably read as a statement that they 
expected : ater than 90 percent availability. 
Unfortunately, the survey did not allow consumers 
to choose levels between 90 percent and 100 percent 
availability. Consumers responding to the survey 
were asked to indicate how many items out of ten 
advertised that they expected to find at the store. 
Consumers who typically shop in a market that 
features weekly advertising of over 200 items per 
store may have selected ten out of ten items only 
because they expected more than 90 percent 
availability. Expecting more than 90 percent is not 
unrealistic, particularly in an environment where at 
the time of the su.ey the average availability rate 
may have been Yo»: nt. 

This evidence could also reasonably be 
interpreted to mean that these consumers do not 
expect that who run out of stock of 
advertised items should necessarily be punished for 
violating laws against deception unless they are 
unwilling, when unavilability occurs, to offer 
rainchecks or substitute items, as the amended Rule 
would require. According to this analysis, it is not 
unreasonable for consumers to expect—in the 
absence of disclaimers—that compensation will be 
offered in cases when unavailability does occur. 

*1 Supra n. 6 at 29. 

62 Id. 

* This discussion is not meant to exhaust the 
possible instances in which unqualified retail food 
store advertising might be found deceptive. That 
determination would be affected by the number of 
factors that go beyond an analysis of the average 
level of unavailability. There are possible instances 
in which much lower average levels of 
unavailability might still be deceptive to consumers, 
as where a store substantially under-orders turkeys 
featured in advertisements placed just before 
Thanksgiving. The fact that the store may have in 
stock all of the other items it advertises would not 
prevent the Commission from examining whether 
consumers were, in fact, deceived by the ad. 
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amendments that the Commission is 
promulgating, therefore, retain basic 
protection against deception while 
eliminating the need for grocers to adopt 
costly compliance measures against the 
possibility of inadvertent unavailability 
of advertised items. 


Ill. Section-by-Section Analysis 
A. Introduction 


The Rule as amended contains two 
new provisions that should reduce the 
costs imposed by the original Rule 
significantly. Both of the amendment 
proposals are intended to relieve any 
uncertainty about Rule compliance, by 
making explicit the steps that a grocery 
food retailer can take to defend against 
a charge of unavailability. 


B. Disclosure Amendment: Section 424.1 
Unfair or Deceptive Practices &* 


This section sets out the basic 
requirement of the Rule that stores have 
in stock and readily available for sale 
the items that they advertised. The 
major change in the section from the 
original Rule is its allowance for a 
broader use of limited availability 
disclosures in advertising. Specifically, 
if the ads disclose that supplies of the 
advertised product are limited or 
available for sale only at some outlets, 
§ 424.1 creates an exception to the 
requirement that stores have in stock 
the items that they advertise. Under this 
exception, as long as an advertisement 
covered by the Rule contained a clear 
and adequate disclosure of limited 
availability, the food retailer would not 
violate the Rule by failing to have 
adequate supplies of the advertised 
product on hand during the entire 
duration of the sale period. The 
disclosure would have to specify, 
however, whether the limitation on 
availability was the result of limited 
quantities or limited outlets. This 
disclosure provision is adapted from the 
Commission's Guidelines Against Bait 
Advertising ** and is intended (1) to 
emphasize that under the amended Rule, 
food retailers still will not be permitted 
to engage in bait advertising and (2) to 
ensure that consumers will not be 
deceived about the availability of 


*¢ This section first defines the unfair or 
deceptive practice that the amended Rule addresses 
as, basically, advertising products for sale at a 
stated price when the advertised products are not in 
stock and readily available to customers during the 
effective period of the advertisement. This satisfies 
the requirement of the Second Circuit Court of 
Appeals decision in Katharine Gibbs School, Inc. v. 
FTC, 612 F. 2d 658 (1979), that the Commission 
define with specificity in the rule itself the unfair or 
deceptive acts or practices that the rile prohibits. 

®5 16 CFR 283.3(c) (1986). 
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advertised items when availability is 
limited. ~ 

At the same time, by allowing grocers 
greater latitude to advertise items with ~ 
limited availability, the disclosure 
amendment should eliminate the costs 
associated with the current Rule’s 
discouraging advertising of items in 
limited supply (such as closeout 
specials, seasonal products and special 
purchase items), products of interest 
only in certain neighborhoods and those 
items with particularly high carrying 
costs (such as perishables). The 
amendment should encourage food 
retailers to disseminate more 
information to consumers and increase 
the number of advertised specials on a 
variety of products, to the benefit of 
both consumers and food retailers. 
Moreover, since the cost savings 
realized through this amendment would 
be reflected in reduced prices or 
improved services or both, consumers 
would realize an additional benefit from 
the amendment.*¢ 


C. Defenses: Section 424.2 


This section sets out the four defenses 
to a Rule violation that excuse any 
failure of a store to have in stock the 
items they advertise. The first defense— 
that the advertised products were 
ordered in adequate time for delivery in 
quantities sufficient to meet reasonably 
anticipated demand—is based on a 
defense to unavailability that was 
included in the original Rule. Unlike the 
original Rule, the amended Rule does 
not require that stores maintain records 
demonstrating that the order had been 
made. This defense recognizes that there 


®¢ Many members of thc zetail grocery industry 
who commented on the proposed amendments felt 
that this section allows grocers greater flexibility in 
deciding whether to use limited availability 
disclosures. They noted that the availability of such 
disclosures gives retailers opportunities to convey 
useful information and pass on valuable savings to 
consumers on a variety of products, the advertising 
of which is restricted by the stringent availability 
and disclosure requirements of the current Rule. 
See, e.g., Comment of the Food Marketing Institute 9 
(1985) R-B-58 (“FMI 1985"); Saldin, Tr. 190, 191. 

those who favored the amendment 


products. See, e.g., FMI 1985 at 9; Comment of 
National Grocers Association 3 (1986) R-E-2 (“NGA 
1986"); Saldin, Tr. 190, 191; Comment of Albertson's, 
Inc. 2 (1986) R-D-2 (“Albertson's 1986"). Secondly, 
industry representatives supported the fact that the 
disclosure amendment gives retailers the discretion 
to use general disclosures in limiting availability, 
noting that retailers need the flexibility to decide 
whether to use general or specific disclosures, 
claiming that the circumstances that prevail when 
an ad is published are sometimes difficult to predict 
at the time that the commitment is made to run the 
ad. See, e.g., Comment of Food Marketing Institute 
6-7 (1986) R-E-1 (“FMI 1986"); Comment of the 
Kroger Co. 2-3 (1986) R-D-3 (“Kroger 1986”); Saldin, 
Tr. 201, 204. 


may be situations where the failure to 
have advertised items in stock was 
beyond the store’s control. 

The amended Rule provides three 
additional defenses against a charge of 
unavailability for grocers who offer 
consumers appropriate alternative 
compensation—a raincheck, a substitute 
item of comparable value or other 
compensation at least equal to the value 
of the advertised item—for the 
unavailable item.®7 

By allowing food retailers to offer a 
raincheck or comparable value 
substitute when they run out of an 
advertised item, the amendment should 
eliminate virtually all of the 
nonproductive costs associated with 
compliance efforts under the current 
Rule.®® Stores can abandon the overkill 
measures of stocking excessive 
inventory or performing duplicative 
shelf inspections and opt for far less 
costly measures of providing rainchecks 
and substitutions which many if not 
most of them already provide in the 
ordinary course of doing business. As in 
the case of the disclosure amendment, 
the benefit of lowered costs of 
compliance can then be passed on to 
consumers.®® Additionally, by providing 
for an offer of compensation equal to 
that of the advertised savings in the 
event of unavailability, the amendment 
seeks to ensure that consumers will not 
be denied the benefit of any bargain 


®7 This policy, it is argued, is well accepted by 
consumers. See, e.g., Statement of Dr. Timothy 
Hammonds, Senior Vice President, Food Marketing 
Institute 5 (1986), HX. 8; FMI 1985, supra n. 66 at 11, 
12; Hicks, Tr. 255-256. Evidence of consumer 
acceptance of rainchecks as a remedy for 
unavailability is on the record. The Market Facts 
Study found that 60 percent of the consumers 
questioned felt rainchecks constituted a satisfactory 
remedy in the case of unavailability. Market Facts, 
supra n. 6 at 32-33. Similarly, a 1980 study 
conducted by the National Association of 
Supermarket Shoppers indicated that 67 percent of 
the respondents found rainchecks to be a sufficient 
remedy when an advertised item is unavailable. 
Comment of the National Association of 
Supermarket Shoppers, Attachment 2 at 6 (1980) R- 
B-55 (“NASS Survey”). And finally, a 1976 study of 
consumer behavior with respect to rainchecks by 
Wilkinson et a/., found that 82 percent of shoppers 
who received rainchecke redeemed them. Moreover, 
83 percent of this group indicated they were able to 
redeem their rainchecks on their first return trip to 
the store. The remainder of the respondents 
indicated that no more than two trips were 
necessary to redeem the raincheck. Statement of Dr. 
J. B. Wilkinson, Associate Professor of Marketing, 
University of Akron, at Exhibit 6, 156-57 (1986) HX. 

68 Industry commenters noted that the 
availability of such a defense would eliminate most 
of the overkill costs imposed by the Rule's strict 
availability requirements—in particular the 
burdensome costs attributable to both over-ordering 
of inventory and recordkeeping. See, e.g., Statement 
of Dean Hicks, Vice President, The Kroger Co. at 1, 
2 (1986) HX. 8; Hammonds, HX. 1 at 4. 

89 See, e.g., Albertson's 1986, supra n. 66 at 1. 
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advertising on which they relied in 
making their shopping choice.7° 


IV. Alternatives Considered 
A. Maintain the Status Quo 


The Commission could choose to take 
no action and leave the current Rule in 
place. For all of the reasons already set 
out in this statement, a majority of the 
Commission believes that the costs of 
complying with the original Rule greatly 
exceed its benefits. The Rule imposes 
costly burdens on grocers in the form of 
investment in unnecessary inventory 
and excessive monitoring and 
recordkeeping costs. These costs are 
ultimately passed along to consumers in 
the form of higher prices or reduced 
services. Savings that have been 
realized by consumers are principally 
the result of reduction in the number of 
unsuccessful trips made to purchase 
items that are not in stock. These 
savings, or benefits, are only a small 
fraction of the costs that the Rule 
imposes. 


B. Repeal the Rule 


Another alternative that the 
Commission considered was to repeal 
the Rule and handle individual instances 
of deceptive advertising of unavailable 
products on a case-by-case basis. If the 
Rule were repealed, food retailers 
should be able to avoid all of the costs 
that they now incur as a result of the 


70 Industry representatives emphasized that the 
amendment achieves a balance between the need to 
reduce the excessive compliance costs associated 
with the current Rule and the need to preserve 
consumer benefits realized under the Rule. See, e.g., 
FMI 1986, supra n. 66 at 1; Comment of Safeway 
Stores, Inc., 2 (1986) R-D-1 (“Safeway 1986”). They 
also noted that in permitting such defenses, the 
proposed Rule. would encourage a “sound, pro- 
consumer business practice,” by reinforcing the 
already well-established policy among grocery 
retailers of offering the types of compensation 
provided for in the amendment in the event an 
advertised item is unavailable. As support for this 
point, the Food Marketing Institute cited a 1982 
survey of its members to determine what type of 
compensation grocers offer in the event of 
unavailability, noting that all 341 retailers 
responding to the survey—regardless of size—had 
established a policy or program to handle out-of- 
stocks for advertised items, the most common being 
issuance of rainchecks (95%), an offer of substitute 
merchandise (75%) and a combination of a 
raincheck and substitute offer (48%). 

The amended Rule also allows food retailers to 
offer “other compensation at least equal to the 
advertised value” whenever advertised items 
subject to the rule are unavailable. This 
contemplates that, when reduced price specials are 
involved, rather than offer rainchecks or 
substitutions, the retailer might choose to reduce the 
customer's total bill by the difference between the 
regular price and the advertised price. Alternatively, 
under this provision, the retailer might choose to 
provide the customer with savings coupons for 
comparable products that, when redeemed, would 
produce a similar savings gain to the customer. 





Rule’s requirements. Consumers would 
ultimately benefit to the extent that 
these costs are no longer passed along 
to them. Consumers would also benefit 
from being able to receive more 
information through advertising about 
the availability of reduced price specials 
on products that food retailers do not 
regularly feature under the current Rule 
either because they are available in 
limited quantities or because it is 
difficult for food retailers to predict 
demand for them. Increasing the flow of 
price information to consumers should 
lower the time costs of shoppers, 
encourage competition and lower the 


retailers might lack clear guidance on 
what standards the Commission would 
use in enforcing the general prohibition 
on deceptive advertising. In the face of 
this uncertainty, advertisers might 
continue to incur some of these costs, 
for example, by ordering excessive 
inventory or maintaining records that 
they would not maintain in the ordinary 
course of business, costs that would 
ultimately be passed along to 
consumers. 

Additionally, repeal of the Rule might 
encourage some food retailers to take 
advantage of the elimination of specific 
regulation in the area and engage in 
practices that are intended to deceive 
the public since the immediate threat of 
civil penalties would have been 
eliminated. While existing market forces 
would probably hold the number of such 
perpetrators down, repeal of the Rule 
might remove a deterrent factor and 
tempt unscrupulous grocers to risk the 
reduced consequences of deceptive 
claims. 

Amending the Rule as proposed 
would eliminate virtually all of the costs 
of complying with the current Rule and 
impose no significant new costs.”* While 
there are differences in costs savings 
between amendment and repeal, they 
are so small as to be de minimis. 
Moreover, the Rule as amended 
provides the certainty that food retailers 
may need in order to avoid inadvertent 
law violations. It also retains the 
deterrent impact of civil penalties for 
rule violations. In effect, it reduces costs 
almost as much as repeal of the Rule 
would while retaining the positive 
advantages of having a rule in place. 
Accordingly, the Commission believes 


71Qne of the assumptions fundamental to the 
Commission’s decision to propose 


Vice President, FMI, Tr. at 11, 20-21. 


that amending the Rule is preferable to 
repealing it. 
C. Modify the Amendments 


Several comments that were received 
on the proposed amendments contained 
suggestions for modifying them in ways 
that the commenters believed would 
either make them more helpful to 
consumers or foreclose food retailers 
from taking advantage of what were 
perceived to be overly broad exceptions 
to liability. Additionally, the Presiding 
Officer recommended several 
modifications to the proposed 
amendments to bring about the same 
result. This section sets forth those 
suggested modifications and the 
mors ee s conclusions regarding 

em 


1. Modifications to the Disclosure 
Amendment 

Limited quantity disclosures are 
intended to provide food retailers with a 
means for advertising products that may 
not be available in quantities sufficient 
to satisfy anticipated demand, and for 
which rainchecks or substitutions are 
not possible or practical. A single clear 
and adequate limited quantity 
disclaimer applicable to all items 
featured in an ad serves as a defense to 
liability under the Rule for 
unavailability of any single featured 
item, and relieves the food retailer of 
any obligation to give out rainchecks or 
otherwise compensate consumers for the 
unavailable item. Although it may not 
be deceptive to use general disclaimers 
for advertised products that the grocer 
can readily restock, neither would such 
action promote informed consumer 
choice or customer convenience.”* Such 
broad general disclaimers fail to inform 
consumers which items truly were 
limited in quantity and which were in 
plentiful supply. 

The Presiding Officer recommended a 
rule amendment that requires that a 
limited quantity disclosure accompany 


Evidence in the rulemaking record indicates 
that the larger supermarkets are able to replenish 
exhausted inventories for most products several 
time a week, if not daily. See Hammonds, Tr. 45, 73- 
74. Consequently, it does not appear that these 

quantity disclosures 


far as to say he saw no reason for using limited 
quantity disclosures for items that a store regularly 


that retailers will uniformly use the disclosure 
option for all item advertised. 
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each individual item to which it 
applies.” Although this approach 
eliminates the opportunity for grocers to 
use broad general disclaimers for 
everything advertised and may be of 
some value to consumers, there is no 
evidentiary basis in the record for 
adopting it. While broad general 
disclaimers are not as helpful or 
informative to consumers as more 
specific ones, there is no evidence that 
the public is deceived by them. Trade 
Regulation Rules can only be imposed if 
they are reasonably necessary to 
prevent unfairness or deception. 
Likewise, fencing-in measures may be 
included in such Rules only if the record 
demonstrates a likelihood that without 
them consumers will be deceived or 
misled.” No such record exists here, so 
the Presiding Officer’s proposal cannot 
be justified.” As long as consumers are 
informed that not all products may be in 
sufficient supply to meet actual demand, 
they are on notice that there is some risk 
of unavailability at that particular store. 
They will be likely to include that factor 
among the variables they consider when 
deciding where to shop. Since it would 
not generally be deceptive to advertise 
in this manner, there is no justification 
for attempting to curtail such advertising 
through modifying the amendment. 
Several commenters also urged 
adoption of a specific numeric quantity 
requirement to discourage grocers from 
using limited quantity disclaimers where 
their supply of an advertised item is 
extremely low.7® Under such a 
requirement, the food retailer would 
have to disclose the minimum quantity 
of items available at each store for any 
advertised item that was subject to a 
minimum quantity disclaimer. The 
Commission has decided not to 
promulgate such a provision because it 
would impose costly impediments to 
using limited quantity disclaimers for 


*P.O.R., supra n. 14 at 115. 

™Katharine Gibbs School, Inc. v. FTC, 612 F.2d 
oe 627 F.2d 758 (2d Cir. 
1980) 

This would not permit grocers any 
flexibility to use a general disclaimer in 
circumstances that would not hamper customer 
convenience. For example, such a requirement 
might discourage grocers from advertising end-of-' 
season closeout sales or other groups of specials 
that are indeed available only in limited quentitics. 
Such promotions may feature several items, all of 
which are limited to supplies on hand. Grocers may 
wish to run special advertising or highlight a portion 
of more advertising to promote such sales. 
a are aaa 
disclosure that is clearly applicable to a readily 
identifiable set or subset of items would fully inform 
consumers. Requiring that a disclaimer accompany 
each item advertised would likely restrict 
consumers’ opportunities to learn of such specials. 

78 See e.g., Comment of Consumers Union 7 
(1986), R-H-3 (“CU 1986”). 
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any purpose and consequently frustrate 
the function of the amendment to 
increase the advertising of limited 
quantity items that are not now 
advertised. Furthermore, such 
disclosures would not be informative to 
consumers because stores are likely to 
understate the minimum quantity 
available and because consumers would 
not know how quickly the supply would 
be exhausted.”? Finally, they are 
unnecessary because possible abuses of 
the Rule’s exception for less specific 
disclosures can be addressed through 
section 5 of the FTC Act.7® 

Some commenters also suggested that 
disclaimers concerning availability 
limited to certain outlets be more 
specific than the amendment would 
require. They said that a disclosure 
declaring only that advertised products 
are “not available at all stores” does not 
sufficiently inform consumers of the 
store locations where such items may be 
unavailable.7° The Commission 
believes, however, that requiring grocers 
to list all store locations where a 
particular product can be found (or, in 
the alternative, where it cannot be 
found) would consume too much costly 
advertising space. The current Rule 
restricts limited outlet disclaimers to 
notifying consumers of limited 
availability either by a common location 
or by a common characteristic, e.g., “not 
available at stores in Maryland,” or 
“available only in stores with 
delicatessen departments.” However, 
there was no evidence presented during 
the rulemaking hearings that consumers 
are harmed if grocers clearly disclose 
that “not all items are available at all 
stores.” Consumers confronting that 
disclaimer are put on notice that certain 
items may not be carried at all stores 
and they can call ahead if availability of 
a particular item is important to their 
decision as to where to shop.®° 


77 Stares might avoid disclosing their best 
estimate of actual quantity for fear of inadvertently 
overstating it. 

78 The Commission agrees that grocers should not 
use general limited quantity disclaimers to disguise 
severely restricted quantities of merchandise that 
will only satisfy the first few customers who seek 
the items. The amended Rule does not preclude an 
action for unfair and deceptive advertising under 
Section 5 of the FTC Act for engaging in such a 
practice. If there are grocers who may be tempted to 
employ such tactics, they would still be in violation 
of Section 5 of the FTC Act for engaging in bait 
advertising and subject to a Commission 
enforcement action. 

19 See, e.g., CU 1986, supra n. 76 at 7. See also 
Comment of Public Voice for Food and Health 
Policy 3 (1986) R-H-2 (“Public Voice 1986”). 

8° Disclosing more detailed information, such as 
listing the locations that carry a particular item may 
well benefit consumers. But the record does not 
provide a basis for concluding that such a 
requirement is necessary to prevent unfairness or 
deception. Stores should recognize the benefits of 


2. Modifications to the Defenses 
Amendment 


This amendment permits food 
retailers to defend against a charge of 
unavailability by offering any one of the 
alternative forms of compensation, and 
thereby relieves the food retailer of the 
obligation to demonstrate that he or she 
ordered sufficient quantities to meet 
reasonably anticipated demand. Some 
commenters recommended modifying 
the proposed Rule to incorporate a 
minimum stocking requirement as a pre- 
condition to the raincheck or 
comparable value substitute defenses. 
They argued that this modification 
would protect consumers against 
potentially deceptive advertising and 
assure reasonable levels of availability, 
while significantly reducing the 
recordkeeping and inventory costs 
associated with meeting the “last unit of 
demand” under the current Rule.®! 
Similarly, the Presiding Officer's 
substitute amendment would impose a 
proviso that the offer of rainchecks or 
substitutions would constitute a valid 
defense only in situations where the 
food retailer ordered sufficient 
quantities of the unavailable item to 
meet reasonably anticipated demand. 
His revision explicitly deletes the 
requirement for recordkeeping by the 
food retailer.®? 

Making the new defenses in an 
amended Rule conditional upon first 
ordering or having in stock sufficient 
quantities to meet reasonably 
anticipated demand or imposing some 


, other minimum stocking requirement 


preserves the need for food retailers to 
continue to overstock and perform 
monitoring and recordkeeping over and 
above that which is done in the ordinary 
course of business. The mere fact that 
the Presiding Officer’s recommendation 
would remove the specific 
documentation requirement in the 
current Rule does not remove entirely 
the burdens imposed by the Rule. Under 
his suggested modification, grocers may 
still reasonably perceive the need to 
continue some or all of the costly 
measures they are currently employing 
or in order to avoid the risk of civil 
penalty liability.* Moreover, other 
costs could increase whenever the 
requirement resulted in stores having 
ordered more inventory than they could 
sell. The result would be at least a 
partial frustration of the goal of the 
proposed amendments—lowering the 


disclosing that information voluntarily rather than 
risk annoying potential customers. 
81 See CU 1986, supra n. 76 at 6. 


82 P.O.R., supra n. 14 at 114-18. See also id. at 107. 


83 See Comment of Sullivan, FMI, R-Q-17 at 8. 


35465 


cost of complying with the Rule. 
Mandating such pre-conditions to the 
availability of the raincheck and 
substitution defenses, then, cannot be 
justified either to prevent deception— 
since rainchecks and substitutions will 
serve as acceptable substitutes for and 
incentives against unavailability—or to 
reduce costs. 

Finally, such requirements would 
have the likely effect of imposing costs 
on an industry that the record evidence 
demonstrates already has.incentives to 
stock as much inventory of advertised 
merchandise as is necessary to meet 
demand. There has never been any 
evidence to suggest that food retailers 
engage in systematic and deliberate 
understocking of advertised items.®* 
Nevertheless, there is at least the 
concern on the part of some commenters 
that, but for the Rule, some grocers 
would indeed engage in a form of bait 
and switch advertising, i.e., advertising 
attractive prices for items that they 
knew they did not have in sufficient 
quantities to meet the anticipated 
demand. The proposed amendments do 
not relieve grocers from liability for 
stockouts that are the result of 
deliberately understocking advertised 
items without disclosing that quantities 
are limited. As the Commission has 
already observed, such behavior will 
subject food retailers to liability through 
administrative or injunctive proceedings 
under section 5 of the FTC Act. Bait 
advertising, as defined in the 
Commission’s Guides Against Bait 
Advertising, would still be actionable 
under section 5 regardless of whether 
rainchecks or substitutions were offered. 

The amendment gives food retailers, 
rather than consumers, both the right to 
choose the form of alternative 
compensation when an advertised item 
is unavailable, and the right to 
determine what constitutes a 
comparable substitute. Some comments 
noted that, depending upon the 
particular circumstances surrounding 
the purchase, the consumer may have a 
preference for one type of compensation 
and should not be forced to accept an 
undesirable alternative to the advertised 
item.*5 Other commenters pointed out 
that allowing food retailers to choose 
the type of compensation provides them 
opportunities to substitute lower quality 


84 See 1985 Staff Memorandum, supra n. 10 at 4. 
See also 1984 Staff Memorandum, supra n. 9 at 9-15. 

85 See, e.g., Comment of California Department of 
Justice, 3 (1985) R-I-76 (“California 1985"); 
Comment of the Alaska Office of the Attorney 
General 3 (1986) R-J-7 (“Alaska 1986”); Comment of 
Public Voice for Food and Health Policy 3 (1986) R- 
H-2 (“Public Voice 1986”). 





items for the advertised items in order to 
increase profits.** 

In view of these concerns, these 
commenters suggested modifying the 
amendment to allow consumers the 
option of choosing the preferable 
method of compensation, and in the 
case of a substitute, the option to decide 
what constitutes a “comparable” 
substitute.*? The Presiding Officer’s 
modified rule would require that, where 
the unavailable item was one that was 
regularly stocked, the customer would 
be given the opportunity to elect to 
receive a raincheck over any other 
compensation that the food retailer 
might offer.®* 

The Commission does not believe that 
a requirement that the customer have an 
option between a raincheck and a store 
designated substitute is necessary. 
Industry spokespersons were unanimous 
in indicating that customer satisfaction 
is the ultimate goal whenever 
unavailability of advertised products 
arises; thus, when a customer expresses 
a preference for a raincheck or 
substitute item, store managers do their 
best to accommodate the customer.®® 
Given the highly competitive nature of 
the grocery industry and the 
considerable and uncontroverted record 
testimony that stores are motivated to 
satisfy their customers, there is no 
reason to doubt this contention. It would 
appear, therefore, that one-on-one 
negotiation between the customer and 
the store is the best means for settling 
the matter when the customer prefers 
that the store exercise its raincheck 
policy instead of its substitution policy. 

Another modification suggested by 
geome commenters would require that 
any food retailer relying on the 
raincheck defense must reorder the item 
in question promptly *° and notify 
customers when it is again in stock.®* 


86 See, e.g., Comment of George Washington 
University National Law Center 10-11 (1985) R-B-59 
(“GWU 1985”). 

87 See, e.g., Alaska 1986, supra n. 85 at 3; 
Comment of United Food and Commercial W 
International Union AFL-CIO & CLC 3 (1985) R-B- 
54; Comment of Suffolk County 1 (1985) R-I-80, 
Comment of the United States Office of Consumer 
Affairs 3 (1985} R-B-51. See also Wilkinson and 
Mason, Dissatisfaction and Complaining Behavior 
as a Result of Unavailable Advertised Food 
Specials, 31 J. of Consumer Policy 43, 49 (1979), R-I- 
38 (only 63 percent of those shoppers offered a 
substitute accepted it, with 44 percent of these 
indicating that the reason for turning down the 
substitute offer was that it was not comparable in 
value to the unavailable advertised item). 

88 P.O.R., supra n. 14 at 116. 

8° Hammonds, Tr. 50; Hicks, Tr. 255, 259. 

®° Alaska 1996, supra n. 85 at 3. 

®1 Comment of Vermont Attorney General 5, 
(1986) R-]-6 (“Vermont 1986”). 


The Presiding Officer would impose a 
“reasonable time” requirement for food 
retailers’ redeeming rainchecks.®? 

Such a requirement would be 
burdensome and complicate Rule 
compliance.®* Use of vague terms such 
as “reasonable time” or “promptly” does 
not provide needed regulatory certainty 
in order for food retailers to know when 
they must resort to extraordinary 
compliance measures and when they 
can avoid them. Moreover, there is 
convincing record evidence that the 
great majority of supermarket shoppers 
are able to redeem their rainchecks on 
the next regular visit to the market.®** 
Furthermore, representatives of the 
grocery industry testified that most 
supermarkets are able to replenish 
supplies for most products, if not on a 
daily basis, certainly within the week.®® 
Accordingly, there does not appear to be 
a need for elaborate standards 
governing the issuance and redemption 
of rainchecks. Such requirements, if 
imposed, would add to the costs without 
appreciably improving the benefits. 
Consumers who might have to make a 
special trip to redeem a raincheck can 
always call ahead to make sure that the 
rainchecked item has been restocked. 


V. Other Matters 
A. Cost-Benefit Analysis 


In this section the Commission 
considers the projected benefits and 
effects of the amended Rule that it is 


promulgating. 
1. Effect on Consumers 


Consumers are likely to benefit from 
the amended Rule in two principal 
ways. First, any savings in compliance 
costs that food retailers realize from this 
Rule are likely to be passed along to 
them.** Second, by allowing stores to 
advertise limited-quantity bargain items, 
the amended Rule permits consumers to 
receive more price and product 
information than they received under 
the original Rule. 

More importantly, the amended Rule 
should not reduce consumer protection. 
The Market Facts study indicates that 
the great majority of consumers can and 


92 P.OR., supra n. 14 at 116. 

®3 See, e.g., Hammonds Statement, supra n. 67, at 
7. 

94 See, e.g., Ferguson Study, supra n. 28 at 545, 
Figure 2, n. d; Market Facts Study, supra n. 6 at 32. 

°5 See, e.g., Hammonds, Tr. 73-74; Saldin, Tr. 251. 

°° With regard to savings passed along, it is 
unlikely that they will be significant to many 
individual consumers. The annual costs of 
complying with the original rule were only a few 
cents, per consumer, per week. However, average 
annual — for all shoppers are more significant, 
exceeding the maximum estimate of consumer 
benefits by more than $250 million. 
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do punish stores if they consistently 
have too few items available to satisfy 
demand. This, in conjunction with the 
Rule’s continued requirement that stores 
have in stock the items that they 
advertise, should provide substantial 
incentives to stock those items in 
adequate quantities. Accordingly, it is 
unlikely that unavailability levels will 
rise to any significant degree. What 
should be eliminated, however, are the 
excess monitoring and inventory costs 
that stores pass along to consumers.®? 


2. Effect on Industry Members 


Substituting the requirements of the 
amended Rule for those of the original 
Rule should result in a substantial net 
gain for food retailers.®* The 


®°7 The Commission has also taken into 
consideration how amending this Rule might affect 
the poor and the elderly. These groups, it is argued, 
lack the mobility of the general public to punish 
stores that have high levels of unavailability by 
shopping elsewhere, and must stretch limited 
budgets by searching for and buying advertised 
grocery specials. See Comment of New York City 
Department of Consumer Affairs (1986), R-Q-20. 
The staff noted, however, that the current Rule may 
not benefit the poor any more than any other class 
of shopper. See, Final Staff Memorandum to the 
Commission, September 4, 1987, at 16. The Market 
Facts Study indicates that the poor are, in fact, less 
cost conscious with respect to grocery purchases 
than the average shopper, and, furthermore, that 
they do not encounter unavailability any more often 
than other groups. (Supra n. 4 at 39.) 

On the other hand, record evidence with regard to 
the shopping habits of the elderly shows that this 


. group is indeed more cost conscious than other 


shoppers and, therefore, more likely than others to 
shop for advertised specials. Additionally, they are 
less likely than others to encounter unavailability, 
reflecting, perhaps, more diligent efforts to follow- 
up after finding shelf stock depleted. They are, 
however, equally as likely as others to find stores 
with too few items available and considerably less 
likely than others to shop elsewhere as a 
consequence. (/d. at 38-39.) 

Nevertheless, staff noted that rainchecks should 
serve as adequate substitutes when the elderly 
encounter unavailability, and, since their immobility 
locks them into their regular market for shopping 
advertised specials, they will not have to make 
special trips to redeem them. Additionally, staff 
noted that, in most cases, the elderly will be able to 
rely on shoppers in their regular markets to keep 
grocers alert to inventory levels lest they lose those 
more mobile shoppers to competitors. See Final 
Staff Memorandum, supra at 16-17. 

%8 All of the food retailers that addressed the 
effect of amendment on their compliance costs 
agreed that the amendments would reduce these 
costs significantly. Hammonds, Tr. 21; Kroger Cost 
Item Chart (1986) HX. 9A, R-LL~1; Saldin, Tr. 173, 
218-219. Nevertheless, while food retailers agreed 
that the proposed amendments would substantially 
reduce costs, they emphasized that they prefer 
repeal. See FMI 1986, supra n. 66, at 9; Comment of 
the Kroger Co., by Arthur L. Ferguson, Senicr 
Counsel, at 3 (1985) R-B-63; Comment of 
Albertson's, Inc. 2-3 (1985) R-B-52; Safeway 1986, 
supra n. 70, at 1-2. 
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amendments would eliminate or reduce 
over-ordering of advertised items 
because grocers could (1) offer 
rainchecks or adequate compensation if 
demand exceeded what they reasonably 
expected and (2) use disclosures of 
limitations on ad items to avoid carrying 
excessive inventories. Thus, the 
amendments would allow grocers to 
eliminate or reduce substantially the 
costs associated with carrying extra 
inventories. 

Moreover, excess recordkeeping and 
monitoring costs could be eliminated 
under the amendments. Instead of 
conducting audits and compiling records 
to prove Rule compliance, grocers could 
use, under the amended rule, a limited 
quantity disclosure or a raincheck or 
substitute item policy as a defense to a 
Rule violation. 

A reduction in the number and types 
of items advertised is an indirect cost of 
the restrictions imposed by the current 
Rule. The amendments may also reduce 
this cost by eliminating the disincentive 
to advertise items that are in limited 
supply. For example, grocers could 
advertise close-outs and other items 
available in limited supply if they either 
disclosed the limitation or offered 
rainchecks or other adequate 
compensation if supplies ran out. 

Although grocers would incur the 
costs of administering raincheck and 
substitution policies, the evidence 
indicates that the need to keep 
customers satisfied leads many stores to 
do so in any event. The Food Marketing 
Institute survey indicates that 94 percent 
of those grocers surveyed already have 
a raincheck policy in effect and 75 
percent have a substitution policy.°® 
Since these policies currently are not 
defenses to Rule violations, grocers 
would not use them if they were not 
cost-effective.?©° Finally, although | 
grocers would incur the cost of ensuring 
that proper disclosures were made, they 
would likely incur these costs whether 
the Rule were repealed or amended. 


3. Effect on Small Businesses 


The amended Rule should reduce the 
burdens on small businesses as well as 
major grocery chains.!°1 There is, to be 
sure, a greater burden the more that a 
store advertises and the greater the 
variety of products in the store’s 
inventory. Smaller food retailers are not 


9° FMI 1985, supra n. 66, at 12. 

100 The small percentage of grocers who currently 
do not have either of these policies in effect would 
incur only a one time start-up cost in addition to 
their small ongoing administrative costs. See 
Hammonds, Tr. 34-35. 

101 See, e.g., Hammonds, Tr. 77, 78; Comment of 
U.S. Small Business Administration at 1, 3, 5 (1986), 


R--2. 


likely to advertise as frequently as the 
larger grocery chains. Furthermore, 
when the smaller food retailers do 
advertise, they are not likely to feature 
hundreds of products in their ads. Thus, 
small businesses are likely to have 
incurred burdens under the original Rule 
that are proportional to their size. The 
same is likely to be true for the amended 
Rule. 

The Small Business Association, 
however, recommended that grocery 
stores with ten or fewer employees be 
completely excluded from coverage 
under the amended Rule, noting that the 
difference in compliance costs for the 
very small grocery store presents an 
excellent argument for making a 
regulatory distinction between the 
two.!°2 While this suggestion may have 
merit, there is little or no evidence on 
the record as to what the effect of such 
an exclusion might be. 


4. Effect on State Law 


Amending the Rule may have some 
impact on state enforcement of 
unavailability laws.?°* In approximately 
half of the states, interpretations of 
section 5(a)(1) of the FTC Act are 
considered in interpreting state law.1°* 
Even in jurisdictions where such is not 
the case, state courts may look to FTC 
interpretations on their own initiative. It 
is also likely that pressure will be 
exerted on legislatures to bring state law 
into line with the amended FTC Rule. In 
a few additional jurisdictions, state law 
provides that acts or practices that are 
subject to and comply with rules and 
regulations or statutes enforced by the 
FTC or other federal agencies are 
exempt from state enforcement.1°5 

Some states have filed comments that 
note this outcome and seek to avoid 
it.4°¢ The Commission believes, 
however, that since this Rule, as 
amended, should result in a net 
consumer benefit and eliminate costs 
that are now passed on to consumers, it 
is appropriate that the defenses that it 
contains should extend to state and 
local enforcement to the extent that 
state or local law requires. 


102 Id. 

103 See 1985 Staff Memorandum, supra n. 10 at 
28-29. 

104 Id. 

106 Id. 

106 A number of government officials 
the general concern that any modification of the 
Rule could have serious implications for state and 
local laws, which make specific exceptions or 
create defenses based on the Rule. See, e.g., 
Vermont 1986, supra n. 91 at 1-2; Comment of lowa 
Department of Justice, Attachment at 4 (1986), R-J- 
4. 


B. Final Regulatory Analysis 


The final regulatory analysis +°7 of 
this Rule amendment has been 
integrated into the Statement of Basis 
and Purpose, as allowed by statute.?°* 

Accordingly, title 16, part 424 of the 
Code of Federal Regulations is revised 
to read as follows: 


PART 424—RETAIL FOOD STORE 
ADVERTISING AND MARKETING 
PRACTICES 


Sec. 
424.1 Unfair or deceptive acts or practices. 
424.2 Defenses. 

Authority: 88 Stat. 2193, as amended: 15 
U.S.C. 57a{a){1)(B). 


§ 424.1 Unfair or deceptive acts or 
practices. 
In connection with the sale of offering 
for sale by retail food stores of food, 
grocery products or other merchandise 
to consumers in or affecting commerce 
as “commerce” is defined in section 4 of 
the Federal Trade Commission Act, 15 
U.S.C. 44, it is an unfair or deceptive act 
or practice in violation of section 5{a)(1) 
of the Federal Trade Commission Act, 
15 U.S.C. 45(a)(1), to offer any such 
products for sale at a stated price, by 
means of an advertisement 
disseminated in an area served by any 
stores which are covered by the 
advertisement, if those stores do not 
have the advertised products in stock 
and readily available to customers 
during the effective period of the 
advertisement, unless the advertisement 
clearly and adequately discloses that 
supplies of the advertised products are 
limited or the advertised products are 
available only at some outlets. 


§ 424.2 Defenses. 
2 No violation of § 424.1 shall be found 


(a) The advertised products were 
ordered in adequate time for delivery in 
quantities sufficient to meet reasonably 
anticipated demand; 

(b) The food retailer offers a 
“raincheck” for the advertised. products; 

(c) The food retailer offers at the 
advertised price or at a comparable 
price reduction a similar product that is 
at least comparable in value to the 
advertised product; or 


107 The statute requires that the analysis contain 
(1) a statement of the need for and objectives of the 
rule; (2) a summary of the issues raised by public 
comments, a summary of the agency's assessment 
of such issues, and a statement of the changes made 
in the rule as a result of those comments; and (3) « 
description of the significant alternatives to the rule 
considered and the reasons for rejecting each 
alternative. 5 U.S.C. 664. 

108 § U.S.C. 605(a). 
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(d) The food retailer offers other 
compensation at least equal to the 
advertised value. 


Dissenting Statement of Commissioner 
Calvani 

I dissent from the Commission's decision 
today to amend the Retail Food Store 
Advertising and Marketing Practices Trade 
Regulation Rule (the Unavailability Rule). 
The Commission has acknowledged today 
that the original Unavailability Rule is not 
justified, and approved amendments 
designed to lower its costs to grocers. 
However, in my view, common sense tells us 
that in the highly competitive grocery store 
business, where consumers return week after 
week to the same store, any supermarket that 
frustrates its customers through 
unavailability of advertised items will not 
long keep those customers. In other words, it 
is clear to me that existing market forces 
adequately police unavailability, and that, 
therefore, no Federal Trade Commission rule 
is necessary, amended or otherwise. The 
Commission's action today to retain even an 
amended Unavailability Rule does not 
conform tc common sense. 


Statement of Commissioner Andrew J. 
Strenio, Jr., Retail Food Store Advertising and 
Marketing Practices Rule 

Although revising the“Unavailability Rule” 
has a certain intuitive appeal, there is 
insufficient evidence on the record to 
conclude that these changes will result in net 
consumer benefits. Accordingly, I could not 
support amending the Rule in this manner. 
However, now that the step has been taken, 
it is to be hoped that experience will bear out 
the optimistic expectations of the 
Commission majority. 
[FR Doc. 89-20166 Filed 8-25-89; 8:45 am] 
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SECURITIES AND EXCHANGE 
COMMISSION 


17 CFR Part 240 
[Rel. No. 34-27160; File No. S7-3-89] 


Sales Practice Requirements for 
Certain Low-Priced Securities 


AGENCY: Securities and Exchange 
Commission. 
ACTION: Final rule. 


sumMaARY: The Commission is adopting 


Rule 15c2-6, which imposes sales 
practice requirements on broker-dealers 
who recommend purchases of certain 
low-priced, non-NASDAQ over-the- 
counter securities to persons who are 
not established customers. Such broker- 
dealers are required to make a 
documented suitability determination 
regarding the purchaser, and to obtain 
the purchaser's written agreement to the 
first three purchases of these securities. 
The Commission is taking this action in 
response to the widespread incidence of 


misconduct by some broker-dealers in 
connection with transactions in low- 
priced securities. 

EFFECTIVE DATE: January 1, 1990. 

FOR FURTHER INFORMATION CONTACT: 
Robert L. D. Colby, Chief Counsel, (202) 
272-2844, or Dan Gray, Attorney, (202) 
272-2848, Division of Market Regulation, 
Securities and Exchange Commission, 
450 Fifth Street NW., Mail Stop 5-1, 
Washington, DC 20549. 
SUPPLEMENTARY INFORMATION: 


I. Executive Summary 


The Commission is adopting Rule 
15c2-6 (“Rule”) to regulate the sale 
practices of broker-dealers active in the 
market for low-priced, non-NASDAQ 
over-the-counter (“OTC”) securities. As 
a means reasonably designed to prevent 
fraud, the Rule makes it unlawful for a 
broker-dealer to sell a security subject 
to the Rule (“Designated Security”) to, 
or to effect the purchase of a Designated 
Security by, any person unless (1) the 
transaction is exempt under paragraph 
(c) of the Rule, or (2) prior to the 
transaction, the broker-dealer has (i) 
approved the purchaser's account for 
transactions in Designated Securities, 
and (ii) received written agreement to 
the transaction from the purchaser. In 
approving an account for transactions in 
Designated Securities, a broker-dealer 
must obtain sufficient information from 
the purchaser to make an appropriate 
suitability determination, provide the 
purchaser with a written statement 
setting forth the basis of the 
determination, and obtain a signed copy 
of the suitability statement from the 
purchaser. 

The scope of the Rule is limited in 
order to exclude transactions that are 
less likely to be subject to fraudulent, 
high pressure sales practices. 
Application of the Rule is limited to 
transactions in Designated Securities, 
which are defined as non-NASDAQ 
OTC equity securities whose issuers 
have less than $2,000,000 in net tangible 
assets. In addition, exemptions are 
provided in paragraph (c) of the Rule for: 
(1) Transactions in which the price of 
the security is five dollars or more; (2) 
transactions in which the purchaser is 
an accredited investor or an established 
customer of the broker-dealer; (3) 
transactions that are not recommended 
by the broker-dealer; and (4) 
transactions by a broker-dealer who is 
not a market maker in the Designated 
Security that is the subject of the 
transaction, and whose sales-related 
revenue from transactions in Designated 
Securities does not exceed five percent 
of its total sales-related revenue from 
transactions in securities. 
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II. Introduction 


In Securities Exchange Act Release 
No. 26529 (February 8, 1989), 54 FR 6693 
(“Release 34-26529"), the Commission 
published for comment proposed Rule 
15c2-6 (“Proposed Rule”) under the 
Securities Exchange Act of 1934 
(“Exchange Act”), which would have 
required written customer agreement to, 
and a documented suitability 
determination for, certain recommended 
transactions in equity securities that are 
not registered on a national securities 
exchange or authorized for quotation in 
the NASDAQ system, and whose issuers 
do not meet certain minimum financial 
standards. These securities are quoted 
primarily in the “pink sheets,” which are 
daily listings of dealers published by the 
National Quotation Bureau.? Many are 
low-priced securities commonly referred 
to as “penny stocks.” The Commission 
has undertaken a concerted campaign to 
reduce fraud and manipulation in the 
market for these securities, including the 
creation of a Penny Stock Task Force to 
coordinate the Commission's 
enforcement, regulatory, and 
educational efforts in this area.* As a 
part of this effort, the Commission 
published the Proposed Rule to address 
the widespread incidence of misconduct 
by some broker-dealers in connection 
with transactions in low-priced 
securities. In particular, the Proposed 
Rule was intended to prevent the 
indiscriminate use by broker-dealers of 
fraudulent, high pressure telephone 
sales campaigns to sell such securities 
to unsophisticated investors. 

The Commission solicited comment 
on the general design of the Proposed 
Rule, and whether it was likely to 
address the targeted broker-dealer 
misconduct without imposing undue 
burdens on broker-dealers and issuers. 
The Commission was particularly 
concerned with the effect of the 
Proposed Rule on small business capital 
formation, and invited comment on 
whether its requirements would, in 
practice, impede the public offering of 
the securities of small businesses, or 
reduce liquidity in the secondary market 
for such securities. Conversely, the 
Commission sought comment on 
whether the Proposed Rule would have 
the intended effect of providing greater 


115 U.S.C. 78a-78jj. 

® The formal name of this quotation system is the 
National Daily Quotation Service. 

3 See SEC News Release, Remarks of David S. 
Ruder, Chairman, U.S. Securities and Exchange 
Commission, Before the Twenty-First Annual Rocky 
Mountain State-Federal-Provincial Securities 
Conference, Denver, Colorado, Penny Stock 
Manipulation and the Small Investor (October 21, 
1988) ("Chairman's Remarks”). 
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protections for investors, thus increasing 
investor confidence and involvement in 
the securities of small businesses. 

The Commission received letters from 
123 commenters setting forth their views 
on the Proposed Rule.* In addition, 
members of the Commission staff spoke 
directly with eleven broker-dealers in an 
effort to obtain the comments of broker- 
dealers who are actively involved in 
securities issued by small businesses. 
Commenters generally agreed that 
serious problems of broker-dealer 
misconduct existed in the market for 
low-priced, non-NASDAQ OTC 
securities, and overwhelmingly 
supported increased enforcement efforts 
against broker-dealers and individuals 
who engaged in such misconduct. 
Commenters were sharply divided, 
however, on whether the Proposed Rule 
was an appropriate regulatory response 
to the problem. 

Commenters supporting the Proposed 
Rule particularly noted the seriousness 
and extent of broker-dealer misconduct 
in the market for low-priced, non- 
NASDAQ OTC securities, and the need 
for effective regulatory tools with which 
to address such misconduct.® 
Commenters who opposed the Proposed 
Rule did so primarily because of the 
adverse effect that they believed it 
would have on the operations of 
legitimate broker-dealers involved in the 
securities of small businesses, and, 
consequently, on capital formation of 
small businesses.® 

After carefully considering the views 
of the commenters, the Commission has 
determined to adopt Rule 15c2-6,7 but 
with significant modifications that 
expand the exceptions contained in the 
Proposed Rule, and that streamline the 
paperwork requirements of the Proposed 
Rule. With these changes, the 
Commission believes that Rule 15c2-6 
will provide a needed regulatory tool 
with which to combat abuses involving 
low-priced securities in the non- 
NASDAQ OTC market, without 
imposing undue burdens on legitimate 


+ A detailed comment summary has been 
prepared by the staff and placed in the 
Commission's: public files, together with all 
comment letters received. See File No. S7-3-89. 

5 E.g., North American Securities Administrators 
Association, Inc. (“NASAA”"); Securities Industry 
Association (“SIA”); Merrill Lynch, Pierce, Fenner & 
Smith, Inc. (“Merrill Lynch”). 

® E.g., L’Argent Securities, Inc. (“L’Argent 
Securities”); Subcommittee on Broker-Dealer 
Matters of the Committee on Federal Regulation of 
Securities of the Section of Business Law of the 
American Bar Association (“ABA/Broker-Dealer 
Subcommittee”). 

7 Rule 15c2-6, although denominated under 


Commission's authority in sections 3, 10, 15, and 23 
of the Exchange Act, 15 U.S.C. 78c, 78j, 780, 78w. 


broker-dealers underwriting and trading 
in the securities of small businesses.* By 
improving investor safeguards, Rule 
15c2-6 is intended to increase investor 
confidence in the market for low-priced 
securities and to enhance the ability of 
small issuers to raise capital effectively. 


Ill. Background 


A. Broker-Dealer Misconduct Involving 
Low-Priced Securities 


The Commission’s proposal of Rule 
15c2-6 reflected its growing concern 
with the widespread incidence of 
broker-dealer fraud and other 
misconduct in connection with low- 
priced stocks that are traded 
predominantly in the non-NASDAQ 
OTC market.® The commenters, 
including each of the twenty state 
regulators who commented on the 
Proposed Rule, shared the Commission's 
concern in this area: In a resolution 
supporting adoption of Rule 15c2-6, the 
North American Securities 
Administrators Association stated that 
“penny stock manipulation schemes and 
fraudulent cold calling sales tactics are 
among the most prevalent fraudulent 
schemes being perpetrated on the 
investing public, resulting in millions of 
dollars of losses annually, damaging the 
efficient operation of the market and 
reducing the amount of capital available 
to legitimate business.” ?° In another 
comment letter supporting adoption of 
Rule 15c2-6, the Attorney General for 
the State of New York noted that four 
penny stock brokerage firms had been 
shut down in New York alone during a 
three-month period, and stated that “in 
the wake of these closings, it has 
become clear that tens of thousands of 
investors—and mostly unsophisticated 
investors of modest means—have 
suffered staggering financial losses, 
probably totalling several hundred 
million dollars.” 14 


® The effective date of the Rule has been set for 
January 1, 1990, in order to provide broker-dealers 
with an opportunity to implement any revised 
systems and procedures that may be needed to 
comply with the Rule. 

® One indication of broker-dealer misconduct in 
connection with low-priced securities is provided by 
the increasing number of investor complaints 
received by the Commission regarding broker- 
dealers selling low-priced securities. In fiscal year 
1988, the Commission received approximately 1500 
complaints regarding these broker-dealers. In only 
the first six months of fiscal year 1989, the 
Commission has received more than 2400 such 
complaints. 

10 Resolution of the North American Securities 
Administrators Association, Inc., Regarding 
Proposed Rule 15c2-6 (April 29, 1989). 

11 Letter from Robert Abrams, Attorney General, 
State of New York, to Jonathan G. Katz, Secretary, 
SEC (May 18, 1989) ("New York”). 


Most of the sales practice abuses 
involving low-priced securities are 
conducted over the telephone by broker- 
dealers engaging in “boiler-room” 
operations.?? Improved communications 
technology has enabled an increasing 
number of this type of broker-dealer to 
engage in high pressure sales cam: 
on a nationwide basis. An essential 
aspect of a boiler-room operation is the 
use of numerous salespersons making 
hundreds of high pressure cold calls 
each day to generate sales of low-priced 
securities to new customers. Cold calls 
are telephone calls made to persons 
whose names are drawn from a 
telephone directory or a membership 
list. Consequently, many of the persons 
called with have little investment 
experience and limited financial 
resources. The salespersons are trained 
in high pressure sales tactics designed to 
elicit a buy decision during the course of 
a telephone call,'® and typically are 
compensated solely by commissions 
generated by sales of securities. Because 
many of the persons called are 
inexperienced investors, they are 
particularly vulnerable to deceptive 
sales pitches promising high profits 
made by salespersons willing to 
disregard the unsuitability of a security 
for the purchaser. 

Broker-dealers engaging in boiler- 
room operations frequently choose.a 
low-priced, non-NASDAQ OTC security 
as their sales product for several 
reasons. First, low-priced securities sold 
in large volume can generate enormous 
profits for broker-dealers. Price spreads 
in these securities, while small in dollar 
amount, can be very large in percentage 
terms. For example, if a stock is quoted 
at five cents bid and ten cents asked, the 
spread, while only five cents in amount, 
constitutes a potential 100% profit per 
share to the broker-dealer.'* The 


12 For a comprehensive description of the sales 
practice abuses and other misconduct engaged in by 
one broker-dealer operating a boiler room 
operation, see Staff of House Comm. on Energy and 
Commerce, 100th Cong., 1st Sess., Securities 
Activities of First Jersey Securities, Inc., and Robert 
Brennan, Owner and Former Chairman (Comm. 
Print 1987) (“Report on First Jersey Securities”). See 
also Letter from Richard Barry, Supervisor of 
Enforcement, Bureau of Securities, State of New 
Jersey, to Jonathan G. Katz, Secretary, SEC (May 24, 
1989) (“New Jersey”) (includes a copy of the 
criminal information of Robert W. Humphrey 
describing criminal practices engaged in by 
associated persons of F.D. Roberts Securities, Inc.). 

13 For a description of some of these tactics, see 
SEC Information for Investors, “Penny Stock 
Telephone Fraud” (August 1989), SEC Press Release 
No. 89-58. ; 

14 Indeed, the per share profit to the broker- 
dealer may be much higher than the spread alone. 
The “market” for these securities is frequently 
dominated and controlled by the broker-dealer, 
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broker-dealer can attract purchasers to 
these stocks by touting that a small gain 
in price will produce large percentage 
gains in value. Unsophisticated 
investors may fail to ee 
however, that if they purchase a stock 
with a 100% spread they will not break 
even on a sale of their investment until 
the bid price doubles (assuming that a 
broker-dealer actually will buy all of the 
investor's stock at that bid price). 

Second, many low-priced securities 
are issued by smaller, little-known © 
companies that may attract little 
attention outside that generated by a 
boiler-room sales campaign. Often, 
these issuers are not subject to 
Exchange Act reporting requirements. 
The scarcity of information about the 
issuer is further aggravated by the lack 
of information on transactions in the 
issuer's securities. The non-NASDAQ 
OTC market does not have reliable 
quotation or trade information that the 
public could use to examine the nature 
of the market. In contrast, firm 
quotations are readily available in 
exchange and NASDAQ markets, and 
all exchange securities and NASDAQ/ 
National Market System securities have 
minute by minute trade reports that are 
disseminated to investors. The 
availability of this information makes 
possible ongoing electronic surveillance 
of exchange and NASDAQ markets by 
the relevant self-regulatory organization 
(“SRO”). Many unsophisticated 
investors may not appreciate the vast 
difference in the nature, market 
information, and supervision of the 
market between the exchange and 
NASDAQ markets, and the non- 
NASDAQ OTC market. 


B. The Commission’s Response 


The Commission realizes that only 
comprehensive action will successfully 
reduce fraud in the sale of low-priced 
securities, and therefore has undertaken 
a broad-based program in this area that 
includes expanded enforcement efforts, 
a public education program, and 
regulatory initiatives. The Commission 
has begun a concerted enforcement 
program against broker-dealers and 
individuals engaging in misconduct in 
connection with transactions in low- 
priced securities. Release 34~-26529 


thereby permitting arbitrary pricing. In the above 
example, the broker-dealer may not purchase any 
securities at its five cents bid. Instead, the broker, 
dealer may have acquired large amounts of the 
stock at nominal cost (e.g., one cent per share or 
less) immediately prior to commencing an intensive 
sales campaign. Securities acquired for one cent per 
share and sold at ten cents per share represent a 
900% gross profit to the broker-dealer. See 
Chairman's Remarks, supra note 3, at 2-9. As noted 
infra note 49, this practice can constitute a violation 
of SEC and NASD rules. 


noted that in 1988 the Commission had 
initiated more than 25 enforcement 
actions involving fraud and abuse in the 
non-NASDAQ OTC market, and that 
since 1986, the Denver Regional Office 
alone had initiated more than thirty 
such actions. Thus far in 1989, the 
Commission has initiated more than 
forty additional enforcement actions 
involving fraud and other misconduct in 
connection with transactions in low- 
priced securities,'® and is investigating 
many other cases involving similar 
abuses. In addition, the Commission has 
cooperated with the SROs, other federal 
agencies, and state regulatory 
authorities in proceedings involving 
penny stock fraud, and these efforts 
have resulted in a number of criminal 
prosecutions.?® 

The Commission also has begun a 
campaign to educate the public 
concerning the risks of fraud in the 
market for low-priced securities.17 
Ultimately, the best defense against 
fraudulent activities by securities 
salespersons is an informed investing 
public that recognizes deceptive sales 
pitches and is not misled. The 
Commission's public education 
campaign is intended to increase the 
number of investors who can guard 
themselves against fraudulent practices. 

Finally, the Commission has 
developed, and has encouraged the 
SROs to develop, new regulatory 
initiatives designed to address fraud and 
manipulation in connection with 
transactions in low-priced securities. In 
a forthcoming release, the Commission 
will propose amendments to Rule 15c2- 
11 under the Exchange Act '® that 
would emphasize the responsibility of 
market makers to review information 
concerning non-NASDAQ OTC 
securities and take it into account in 
their market making activities. In 
addition, the NASD has implemented a 
program that requires broker-dealers to 


18 See, e.g., SEC v. Murray, SEC Litigation 
Release No. 12138 (June 27, 1989), 43 SEC Doc. 2309; 
SEC v. Brownstone-Smith Securities Corp., SEC 
Litigation Release No. 12126 (June 12, 1989), 43 SEC 
Doc. 2072; In re The David-Maxwell Company, Inc., 
Securities Exchange Act Release No. 26823 (May 15, 
1989), 43 SEC Doc. 1636; In re The Stuart-James Co. 
Inc., Securities Exchange Act Release No. 26700 
(April 5, 1989), 43 SEC Doc. 966; SEC v. Stoneridge 
Securities, Inc. (February 13, 1989), 42 SEC Doc. 
1647. 

16 See, e.g., United States v. Kimmes, SEC 
Litigation Release No. 12211 (August 11, 1989); 
United States v. Hansen, SEC Litigation Release No. 
12094 (May 15, 1989), 43 SEC Doc. 1692; United 
States v. Gleave, SEC Litigation Release No. 12024 
(March 8, 1989), 43 SEC Doc. 108. 

17 See, e.g., SEC Information for Investors, Penny 
Stock Telephone Fraud (August 1989), SEC Press 
Release No. 89-58; SEC Information for Investors, 
Beware of Penny Stock Fraud! (November 1988). 

1817 CFR 240.15c-11. 
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report to the NASD volume and price 
information concerning their 
transactions in non-NASDAQ OTC 
securities.'® This program should 
provide assistance to regulators in 
monitoring the non-NASDAQ OTC 
market, and in identifying fraudulent or 
manipulative trading activities in that 
market. 

In addition to these ongoing efforts, 
the Commission continues to believe 
that a comprehensive program to deter 
fraud in connection with transactions in 
low-priced securities must address the 
sales practices of broker-dealers 
actively involved in selling low-priced 
securities to new customers. In this 
connection, the Commission is adopting 
Rule 15c2-6. 


IV. Rule 15c2-6 
A. Objectives of the Rule — 


In adopting the Rule, the Commission 
has sought to combat the unscrupulous, 
high pressure sales tactics of certain 
broker-dealers by imposing objective 
and readily reviewable requirements 
that condition the process by which new 
customers are induced to purchase low- 
priced stocks. The requirements are 
intended to assist investors in protecting 
themselves from fraudulent sales 
practices, and also to reinforce a broker- 
dealer's suitability obligations, which 
historically have been an important 
standard constraining indiscriminate 
high pressure sales tactics by broker- 
dealers.?° 

An essential aspect of high pressure 
“boiler-room” operations is the constant 
solicitation of new, and often 
unsophisticated, customers. The Rule 
conditions this process by establishing 
account opening procedures that must 
be followed before Designated 
Securities are recommended to 
unsophisticated new customers. The 
procedures are intended to provide 
greater assurance that the broker-dealer 
will make an appropriate suitability 
determination by obtaining sufficient 
information concerning the customer 
and by considering the customer's 
previous investment experience, 
investment objectives, and financial 
situation. 

In addition, the Rule will protect 
investors from fraudulent sales practices 
in low-priced stocks in two ways. First, 
the requirement that the customer agree 
to purchases in writing provides the 


19 See NASD Schedules to the By-Laws, Schedule 
H, NASD Manual (CCH) 1932-33. 

20 See generally Report of Special Study of 
Securities Markets of the SEC (1963), reprinted in 
H.R. Doc. No. 95, 88th Cong., 1st Sess. (1963), pt. 1 at 
237-40, 302-30 (“Special Study”). 
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customer with an opportunity to make 
an investment decision outside of a 
pressured telephone conversation with a 
salesperson. Boiler room salespersons 
realize the importance of making a sale 
while on the telephone and use high 
pressure tactics to close the sale. The 
written agreement requirement is 
intended to remove this pressure for an 
immediate decision. Second, the account 
opening procedures require the broker- 
dealer to provide a copy of the broker- 
dealer's suitability determination to the 
customer prior to the customer's 
commitment to purchase a Designated 
Security. The customer therefore will 
have the opportunity to review the 
determination, and decide whether the 
broker-dealer has made a good faith 
attempt to consider the customer's 
financial situation, investment 
experience, and investment objectives. 

The Commission realizes that certain 
broker-dealers may ignore the 
requirements of the Rule. The Rule 
therefore requires records to be kept 
that will indicate their compliance with 
each of its provisions. This 
documentation will enable regulatory 
authorities to review a broker-dealer’s 
compliance with the Rule, and will 
provide the basis for simple and direct 
enforcement actions against broker- 
dealers that fail to comply. Many 
commenters, particularly regulatory 
authorities, noted the value of this 
aspect of the Rule. For example, the 
Attorney General for the State of 
California stated that: 


The proposed rule's effect on enforcement 
is particularly important. Although existing 
laws and rules permit prosecution for a 
variety of unfair and deceptive acts, proving 
such acts can be so burdensome as to be 
impossible. This is particularly true where the 
solicitation is made by telephone. There is no 
written record, and consumers often have 
difficulty at a later date remembering exactly 
what they were told in a telephone 
conversation. The rule addresses this 
problem by prohibiting sales and 
recommendations of designated securities 
unless the basis for the broker-dealer’s 
suitability determinations is set forth in 
writing and retained. Enforcement actions 
can be taken against those who fail to 
maintain such documentation without the 
necessity of proving numerous instances of 
specific misrepresentations or other 
violations of particular laws. 


B. Effect on Small Business Capital 
Formation 

The Commission recognized in 
proposing Rule 15c2-6 that, while non- 
NASDAQ OTC securities issued by 
smaller companies frequently provide 


21 See, e.g., State of California, Attorney General 
(“California”); State of Colorado, Division of 
Securities (“Colorado”); New Jersey; NASAA. 


the greatest opportunity for abusive 
sales practice activity, many securities 
trading in this market are issued by 
legitimate small businesses that do not 
meet the qualifications for quotation on 
NASDAQ. The Commission therefore 
was concerned that the Proposed Rule 
not adversely affect these legitimate 
small issuers, and solicited the views of 
commenters on this issue. 

Many commenters on the Proposed 
Rule argued that small business capital 
formation would be harmed by the 
Proposed Rule. In particular, they 
maintained that legitimate broker- 
dealers would not attempt to comply 
with the paperwork requirements of the 
Proposed Rule. They asserted that, 
instead, these broker-dealers would 
either withdraw entirely from 
underwriting and making markets in 
securities subject to the Proposed Rule, 
or they would limit their activities to 
dealing with established customers, thus 
constricting the potential market for 
these securities. As a result, they argued 
that capital formation by those small 
businesses whose securities were no 
longer handled by broker-dealers would 
be impaired, and the holdings of current 
stockholders of such small businesses 
would be reduced in value. 

The Commission considers legitimate 
small business capital formation to be of 
great importance,?* and has considered 
carefully the effect of the Rule on small 
business capital formation, taking into 
account the views of the commenters. 
While many small businesses might 
have been able to avoid the effects of 
the Proposed Rule by raising capital 
through informal investors ?* and 
venture capital, the Commission is 
concerned that the rule as propesed 
could have reduced the access of 
legitimate small issuers to the public 
markets.2* Accordingly, the Commission 


22 The Commission has taken numerous actions 
within the last decade to facilitate the issuance of 
securities by small businesses, such as promulgating 
Regulation D, 17 CFR 230.501-230.508, under the 
Securities Act of 1933, 15 U.S.C. 77a-77aa 
(“Securities Act”), which provides exemptions from 


registration that are helpful to small businesses. The _ 


Commission also adopted Form S-18, which 
provides a simplified registration process for issuers 
raising less than $7.5 million. See Securities Act 
Release No. 6049 (April 3, 1979), 44 FR 21567. 
Furthermore, the Commission has increased the 
asset level that triggers reporting requirements 
under section 12 of the Exchange Act from $1 
million to $5 million. See 17 CFR 240.12g-1. Each of 
these initiatives was intended to lower the costs 
and simplify the process of small business capital 
formation. In addition, the Commission annually 
holds the Government-Business Forum on Small 
Business Capital Formation in order to obtain a 
wide range of views on initiatives that would 
facilitate small business capital formation. 

23 See infra note 24. 

24 In weighing the effect of the Rule on small 
business capital formation, the extent to which the 
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has modified the Proposed Rule in 
several respects to limit its effect on 
small business capital formation. 

First, the Commission has streamlined 
substantially the paperwork 
requirements of the Rule. Broker-dealers 
are no longer required to obtain a 
manually-executed statement from 
customers setting forth a number of 
specific items of information, as 
required in the Proposed Rule. Instead, a 
broker-dealer can obtain over the 
telephone the customer information it 
needs for a responsible suitability 
determination, record its basis for this 
determination, and then send the 
information and this determination to 
the customer for verification. The 
Commission believes that these 
procedures are more in accordance with 
responsible industry practice than the 
proposed procedures, and that they 
substantially reduce the paperwork 
burden discussed by the commenters. 

Second, the Rule provides that 
offerings of securities approved for 
trading on an exchange or NASDAQ 
upon notice of issuance are excluded 
from the Rule.?5 The Proposed Rule did 
not make clear that offerings of 
securities scheduled to be traded on an 
exchange or NASDAQ after the offering, 
including the initial public offerings of 
many small issuers, would not be 
subject to the Proposed Rule. The 
current requirements for qualification on 
NASDAQ are relatively low, including 
total assets of $2 million and capital and 
surplus of $1 million. Consequently, the 
initial public offerings of small 
businesses that are going to be traded 
on NASDAQ will not be covered by the 
Rule.?¢ 


public securities markets provide capital to small 
businesses must be considered. The U.S. Small 
Business Administration has indicated that 
approximately 75% of the capital for small 
businesses is provided by the operators of the 
business and their families, and by informal 
investors—those who invest in small businesses 
without the intermediation of financial 
professionals. The other 25% of capital for small 
businesses is provided by public investors and 
professional venture capitalists. See Text of 
Remarks of Frank S. Swain, Chief Counsel for 
Advocacy, U.S. Small Business Administration, in 
U.S. Securities and Commission, Final 
Report of the Seventh Annual Government-Business 
Forum on Small Business Capital Formation, 
appendix F (1989). 

25 The Rule excludes securities registered on a 
national securities exchange that makes transaction 
reports available pursuant to Rule 11Aa3—1 under 
the Exchange Act. 17 CFR 240.11Aa3-1. 

26 Cf. Rule 174{d) under the Securities Act, 17 CFR 
230.174(d), which substantially reduces the dealer 
prospectus delivery requirement for securities that 
become qualified for exchange listing or NASDAQ 
authorization in‘mediately upon issuance. 
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Third, the Commission has enabled 
additional issuers to qualify for an 
exclusion from the Rule by the 
reformulation of the issuer financial 
standards in the Proposed Rule. The 
Rule's definition of Designated Security 
excludes securities issued by companies 
with net tangible assets in excess of $2 
million. This standard compares with 
the $10 million total assets and the $8 
million capital and surplus alternative 
standards contained in the Proposed 
Rule. The Commission's review 
indicates that a substantia) number of 
issuers will meet the net tangible assets 
standard that would not have met any 
one of the three standards in the 
Proposed Rule. 

Fourth, as discussed below,?7 the Rule 
contains a new exemption for 
transactions in Designated Securities at 
prices of five dollars or more. Thus, 
issuers can avoid perceived adverse 
effects of the Rule by adjusting their 
capital structure and setting the offering 
price for their securities at five dollars 
or more, thereby reducing the 
opportunities for abusive sales practices 
in their securities. While the five dollar 
price exemption may create a risk of 
circumvention of the Rule’s 
requirements, the Commission believes 
that this risk is more than outweighed 
by the benefits of providing issuers with 
greater control over the application of 
the Rule to their securities. 

Finally, as discussed at greater length 
below, the Rule contains a number of 
other changes that will reduce its impact 
on broker-dealers, and, indirectly, its 
effect on small business capital 
formation. In particular, the definition of 
the type of customer excluded from the 
Rule has been reformulated in response 
to comment. All persons who have been 
customers of a broker-dealer for over a 
year are excluded. Moreover, once a 
customer is exempted from the Rule, the 
customer is permanently exempted with 
respect to that broker-dealer, thereby 
simplifying broker-dealer compliance 
procedures. Consequently, the 
Commission believes that the 
reformulated exemption for established 
customers will be more useful to broker- 
dealers and further limit the Rule’s 
impact on their operations. 

The Commission believes that the 
changes incorporated in the Rule 
substantially reduce the Rule's effect on 
legitimate broker-dealers and issuers. 
The Commission also believes that the 
significant potential for sales practice 
abuse and manipulation in connection 
with the transactions covered by the 


27 See infra, text accompanying notes 46-51. 


Rule justifies the Rule’s adoption as 
modified. 


V. Description of the Rule 
A. Scope of the Rule 


The Rule generally provides that any 
broker-dealer who sells a Designated 
Security to, or effects the purchase of a 
Designated Security by,2* any person 
must comply with the account approval 
and written agreement requirements of 
the Rule, unless the transaction qualifies 
for one of the exemptions set forth in 
paragraph (c) of the Rule.?® The major 
limitations on the scope of the Rule are 
its restriction to Designated Securities 
and its exemption of: (1) Transactions at 
prices of five dollars or more; (2} 
purchasers who are established 
customers or accredited investors; (3) 
transactions that do not involve a 
recommendation; and (4) broker-dealers 
who engage in limited activities in 
Designated Securities. 


1. Designated Security 


A Designated Security is defined in 
the Rule as any equity security other 
than a security: (1) Registered, or 
approved for registration upon notice of 
issuance, on a stock exchange that 
makes transaction reports pursuant to 
Rule 11Aa3-1 under the Exchange Act; 
(2) authorized, or approved for 
authorization upon notice of issuance, 
for quotation in the NASDAQ system; 
(3) issued by an investment company 
registered under the Investment 
Company Act of 1940; (4) that is an 
option issued by The Options Clearing 
Corporation; *° or (5) whose issuer has 
net tangible assets in excess of 
$2,000,000, as demonstrated by financial 
statements dated less than fifteen 
months previously that the broker or 
dealer has reviewed and has a 
reasonable basis for believing are true 
and complete in relation to the date of 
the transaction with the customer, and, 
for issuers other than foreign private 
issuers, that are the most recent 
financial statements for the issuer that 
have been audited and reported on by 
an independent public accountant in 
accordance with the provisions of 


*° The Rule makes it unlawful both to sell and to 
effect purchases of Designated Securities in order to 
wae ee 
are covered by the Rule. 

2° The organization of the Rule is somewhat 
changed from that of the Proposed Rule to reflect 
more clearly the transactions to which the rule 
applies. 

3° Sales of these options already are subject to 
special suitability and risk’disclosure requirements 
under Commission and SRO rules. See, e.g., 17 CFR 
240.9b-1; CBOE Rules, ch. IX, CBOE Guide (CCH) 
{1 2301-23; NASD Rules of Fair Practice, Appendix 
E, NASD Manual (CCH) § 2184. 
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Regulation S~K.*! The three major 
components of the definition therefore 
are its inclusion of all equity securities, 
its exclusion of securities traded on an 
exchange or NASDAQ, and its exclusion 
of issuers with more than $2 million in 
net tangible assets. . 

a. Equity Security. Several 
commenters indicated that the definition 
of a Designated Security in the Proposed 
Rule encompassed several types of 
equity securities other than corporate 
stock that did not rise the regulatory 
concerns to which the Rule was 
addressed.*? In particular, they said that 
interests in limited partnerships, real 
estate investment trusts (“REITs”), non- 
convertible preferred stock, -certain 
types of asset-backed securities, and the 
securities of acquisition vehicles should 
not be covered by the Rule. They noted 
that these types of securities have not 
been subject to the sales practice and 
manipulation abuses that characterized 
the market for low-priced corporate 
stocks.33 


*117 CFR 210.2-02. In the event the issuer is a 
foreign private issuer, the financial statements must 
be the most recent financial statements for the 
issuer that have been filed with the Commission; 
furnished to the Commission pursuant to 17 CFR 
2A0.12g3-2(b); or prepared in accordance with 
generally accepted accounting principles in the 
country of incorporation, audited in compliance 
with the requirements of that jurisdiction, and 
reported on by an accountant duly registered and in 
good standing in accordance with the regulations of 
that jurisdiction. 

82 The term “equity security” is defined in section 
3(a)(11) of the Exchange Act, 15 U.S.C. 78c{a)(11), as 
“any stock or similar security; or any security 
convertible, with or without consideration, into such 
a security, or carrying any warrant or right to 
subscribe to or purchase such a security; or any 
such warrant or right; or any other security which 
the Commission shal! deem to be of similar nature 
and consider necessary or appropriate, by such 
rules and regulations as it may prescribe in the 
public interest or for the protection of investors, to 
treat as an equity security.” 

Rule 3a11-1, 17 CFR 240.3a11-1, defines the term 
“equity security” to include “any stock or similar 
security, certificate of interest or participation in 
any profit sharing agreement, preorganization 
certificate or subscription, transferable share, voting 
trust certificate or certificate of deposit for an equity 
security, limited partnership interest, interest in a 
joint venture, or certificate of interest in a business 
trust; or any security convertible, with or without 
consideration into such a security, or carrying any 
warrant or right to subscribe to or purchase such a 
security; or any such warrant or right; or any put, 
call, straddle, or other option or privilege of buying 
such a security from or selling such a security to 
another without being bound to do so.” 

33 The commenters noted that offerings of real 
estate securities are subject in many states to the 
guidelines of the North American Securities 
Administrators Association regarding 
suitability, and See NASAA 
Statement of Policy on Real Estate Programs, 

NASAA Reports (CCH) {f 3601-10. Also, offerings 
of direct participation programs are subject to 
disclosure, suitability, and recordkeeping standards 
under NASD rules. See NASD Rules of Fair Practice, 
Continued 
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The Commission concurs with the 
views of these commenters that the Rule 
generally should not apply to these 
types of securities, but is concerned that 
an exclusion from the Rule for these 
securities not create a loophole for 
unscrupulous broker-dealers. Rather 
than exempting entire classes of equity 
securities or all securities offerings 
made pursuant to registration or an 
exemption from registration under the 
Securities Act, as some commenters 
suggested, the Commission has 
exempted from the Rule transactions in 
which the price of the Designated 
Security is five dollars or more, as more 
fully discussed below.** As noted by the 
commenters, limited partnership 
interests, REITs, non-convertible 
preferred stock, asset-backed securities, 
and similar securities generally are 
priced at far more than five dollars.** 

The Commission also solicited 
comment in Release 34-26529 on 
whether the definition of Designated 
Security should be expanded to include 
debt securities. Several commenters 
believed that the Proposed Rule should 
apply to transactions in debt 
securities.** They stated that debt 
securities were subject to the types of 
sales practice abuses to which the 
Proposed Rule was addressed, and 
believed that a potential loophole in the 
Proposed Rule would be created if debt 
were excluded. Other commenters, 
however, indicated that sales practice 
abuses were not prevalent in connection 
with transactions in debt securities, and 
did not believe that the Proposed Rule 
should be expanded to cover debt 
securities. 

The Commission has determined not 
to include debt transactions within the 
Rule at this time. Although there is 
evidence that boiler room abuses can 
occur in’connection with debt 


Appendix F, NASD Manual (CCH) { 2192. 
Commenters also indicated that, because of federal 
income tax considerations, limited partnership 
interests generally were either traded on an 
exchange or NASDAQ, or were illiquid because of 
restrictions on transferability. Finally, commenters 
noted that the minimum sales price of interests in 
partnership offerings usually ranged from $2500 to 
$5000, far higher than the price of most non- 
NASDAQ OTC stocks. 

84 See infra, text accompanying notes 46-51. 

85 In addition, in the event that a type of security 
generally is priced at less than five dollars, is not 
otherwise excluded from the Rule, and does not 
raise the concerns to which the Rule is addressed, 
the Commission retains general exemptive authority 
pursuant to paragraph (c)(5) of the Rule that will 
enable it to provide relief in specific situations. 

36 One commenter suggested that the Rule should 
apply to any secondary market security if 
competitive price information was not readily 
available to the public on an instantaneous basis. 


transactions,*7 such abuses do not 
appear to be of the same nature or to 
have occurred with the same frequency 
as abuses in connection with equity 
transactions. Consequently, the 
Commission does not believe that the 
benefits to be gained by including debt 
transactions would justify the costs of 
imposing the sales practice requirements 
of the Rule. The Commission will 
continue to monitor, however, whether 
the sales practices of broker-dealers 
regarding debt securities require special 
regulatory treatment, such as 
application of the Rule. 

b. Exchange and NASDAQ Securities. 
The definition of Designated Security in 
the Proposed Rule excluded securities 
that are registered on an exchange or 
authorized for quotation on NASDAQ. 
Release 34-26529 noted that 
transactions in these securities were 
subject to the protections of trading in 
markets that had, at a minimum, real 
time quotation reporting and extensive 
surveillance systems in place. The 
Release requested comment, however, 
on whether the Proposed Rule should 
apply to the securities of all issuers who 
did not meet the minimum financial 
standards in the Proposed Rule, 
regardless of the market in which they 
were traded. 

Several commenters specifically 
supported the exclusion from the 
Proposed Rule of exchange and 
NASDAQ securities.** Other 
commenters, however, believed that the 
Proposed Rule should apply to all 
transactions in securities issued by 
companies not meeting the Proposed 
Rule’s minimum financial standards, 
regardless of whether they were traded 
on an exchange or NASDAQ.°® These 


87 See, e.g., Mitchell, Fast-Talking Brokers in 
Little Rock Target Small-City Treasuries, Wall St. J., 
April 12, 1989, at A1. 

38 In addition, one commenter suggested that, if 
an ADR for a foreign security was traded on an 
exchange or NASDAQ, then the underlying security 
should also be excluded from the Rule. The Toronto 
Stock Exchange (“TSE”) commented that the 
definition of Designated Security should not include 
securities listed on the TSE. It noted that companies 
were required to meet minimum requirements to be 
listed on the TSE, and also that companies listed on 
the TSE were subject to the same kinds of public 
reporting and timely disclosure requirements that 
are imposed by exchanges in the United States. The 
Commission believes that the $2 million net tangible 
assets exclusion and the five dollar price exemption 
will except most foreign securities broadly traded in 
the non-NASDAQ OTC market. For foreign 
securities that do not qualify for these exclusions, 
the Commission has retained general exemptive 
authority under paragraph (c)(5) of the Rule to 
provide relief in appropriate situations. 

3® Two other commenters felt that the Rule should 
apply to securities authorized for quotation on 
NASDAQ, but which did not qualify for designation 
as National Market System (“NMS”) securities. 
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commenters felt that despite the 
protections provided by an organized 
and visible market, many stocks of 
smaller issuers involved the potential 
for sales practice abuses, and that 
investors in these stocks could benefit 
from the protections provided by the 
Proposed Rule. , 

The Commission has retained the 
exclusion of exchange and NASDAQ 
securities from the Rule,*° although it 
recognizes that sales practice abuses 
and manipulations similar to those in 
the non-NASDAQ OTC market also can 
occur in exchange and NASDAQ 
markets, particularly with respect to 
NASDAQ securities that are not 
designated as National Market System 
securities and subject to last sale 
reporting. At this point, however, the 
Commission believes that the exchange 
and NASDAQ transaction reporting and 
surveillance systems operated by the 
SROs provide the basis for sufficient 
monitoring and prosecution of ~ 
fraudulent activities, without the 
imposition at this time of the 
requirements of the Rule. In addition, 
issuers of securities traded on an 
exchange or NASDAQ must comply 
with increased corporate disclosure 
requirements.*! Moreover, an issuer 
whose securities trade on an organized, 
visible market is more likely to be 
followed by professional securities 
analysts and the public, with greater 
opportunity for efficient pricing of the 
issuer’s securities. The Commission 
expects the SROs to join it, however, in 
closely monitoring for fraudulent sales 
practice activities in exchange and 
NASDAQ markets following 
effectiveness of the Rule to prevent the 
transfer of such activities into these 
markets, 

Finally, several smaller broker-dealers 
contacted by members of the 
Commission staff indicated their 
concern that initial public offerings of 
securities should not be considered 
Designated Securities if, upon 
completion of the offering, they would 
be traded on an exchange or NASDAQ. 
The Commission agrees, and has 


4° The Rule excludes securities registered on a 
national securities exchange that makes transaction 
reports available pursuant to Rule 11Aa3-1 under 
the Exchange Act, 17 CFR 240.11Aa3-1. The 
Commission believes that exchange-listed securities 
exempt from the Rule at a minimum should be 
subject to quotation and last sale reporting. Because 
this definition would not cover options traded on 
the Chicago Board Options Exchange, options 
issued by The Options Clearing Corporation are 
excluded separately from the definition of a 
Designated Security. 

*1 See, e.g., NASD Schedules to the By-Laws, 
Schedule D, pt. II, section 1, NASD Manual (CCH) 

4 1803. 
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included express language in the Rule 
clarifying that a security approved for 
trading on an exchange or NASDAQ 
upon notice of issuance will be excluded 
from the Rule. 

c. $2,000,000 Net Tangible Assets. The 
definition of a Designated Security in 
the Proposed Rule excluded securities 
whose issuer met any one of the 
following three financial standards: (1) 
Annual net income in excess of $300,000 
in the most recently completed fiscal 
year or in two of the last three most 
recently completed fiscal years; (2) 
capital and surplus in excess of 
$8,000,000 at the end of the most 
recently completed fiscal year; or (3) 
total assets in excess of $10,000,000 at 
the end of the most recently completed 
fiscal year. The Commission solicited 
comment on whether these standards 
should be raised or lowered, or whether 
they should be eliminated altogether so 
that the Proposed Rule would apply to 
all pink sheet stocks. 

The comments split widely on the 
appropriateness of the issuer financial 
standards contained in the Proposed 
Rule. Some commenters believed that 
the standards should be eliminated 
altogether so that the Proposed Rule 
would apply to all pink sheet securities. 
These commenters believed that abuses 
occurred largely because of lack of 
information in the pink sheet market, 
and therefore the profitability, 
capitalization, or size of the issuer was 
not sufficient to reduce the risk of fraud 
in the market. Conversely, several 
commenters believed that the issuer 
financial standards were too high, and 
would include many companies of 
sufficient size and capitalization that 
abuses would not occur in their 
securities. Finally, other commenters 
objected to the Rule’s issuer financial 
standards as a matter of principle, 
suggesting in particular that the 
Commission should be more concerned 
with the amount of information 
available about a company, rather than 
its financial characteristics. In this 
regard, they felt that the Rule should 
exclude reporting companies under 
section 12 of the Exchange Act.*? 

In addition, several commenters 
indicated that the net income and total 
assets standards were manipulable, and 
should be eliminated or modified. The 
NASD, NASAA, and ABA/Broker- 
Dealer Subcommittee stated that the net 
income standard could be circumvented 
easily by including income from 
extraordinary items, and suggested that 
the standard only should include income 
from continuing operations. NASAA 


#2 15 U.S.C. 781 


also noted that the net income standard 
could lead to the use of accounting 
devices to recognize income in one year 
and expenses in another in order to 
meet the standard. Another commenter 
suggested that the net income standard 
should be met by an issuer for at least 
two years in order to establish a 
substantial operating history. 

Several commenters also believed 
that the total assets standard was 
manipulable. In particular, they 
indicated that an issuer could easily 
increase its total assets by increasing 
debt, without adding any real financial 
strength to the issuer. Also, NASAA 
noted that an issuer’s intangible assets 
could be used to meet the total assets 
standards, and that an issuer's securities 
could be excluded from the Rule even 
though it had a negative net worth if 
intangible assets were excluded. In this 
regard, the NASD suggested changing 
the total assets standard to a net 
tangible assets standard, noting that this 
standard would exclude goodwill, and 
therefore, be more meaningful and less 
subject to circumvention. 

The Commission's intent in including 
the financial standards in the Proposed 
Rule was not to differentiate among 
issuers on the basis of investment merit. 
Rather, these standards were intended 
to exclude from the Proposed Rule 
issuers of such size that they were not 
commonly subject to the types of sales 
practice abuses targeted by the 
Proposed Rule. 

After considering the views of the 
commenters, the Commission has 
consolidated the issuer financial 
standards contained in the Proposed 
Rule into a single net tangible assets 
standard.** This standard is intended to 
exclude larger issuers whose securities 
are unlikely to be the vehicles for sales 
practice abuse and manipulation, even 
though traded outside of an organized 
market at prices below five dollars. In 
view of the comments, the total assets 
and the net income standards have been 
deleted from the Rule. The capital and 
surplus standard has been replaced by a 
net tangible assets standard in order to 
exclude intangible assets, which may be 
inflated improperly despite the audited 
financial statement requirement. In 
maintaining a relatively high financial 
standard for Designated Securities in the 
Rule, the Commission's sole purpose is 
to retain the intended screening 
function, and not to imply anything 


*3 Regulation S-X currently requires issuers to 
state separately each class of intangible assets that 
is in excess of five percent of the issuer's total 
assets. 17 CFR 210.5-02. The types of assets that 
constitute intangible assets are discussed in 
Accounting Principles Board Opinion No. 17 (August 
1970). 
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about the quality of the issuers covered 
by the standard. 

In light of the shift to net tangible 
assets and commenter’s — that 
the proposed standards could be 
lowered and still properly identify issuer 
securities which were substantially less 
likely to be subject to fraudulent boiler 
room practices, the Conimission has set 
the net tangible asset standard at 
$2,000,000. The Commission believes 
that the companies historically used in 
penny stock manipulations rarely have 
had $2,000,000 in net tangible assets. 
While the Rule’s net tangible assets 
standard is higher than the $1,000,000 
capital and surplus qualification 
standard for NASDAQ suggested by 
some commenters, it is substantially 
lower than the $4,000,000 net tangible 
assets standard for designation as a 
National Market System security 
suggested by others. The Commission 
believes that the absence of the 
protections of trading in a market with 
visible quotations, transaction reporting, 
and electronic surveillance capabilities 
justifies having standards in the Rule 
higher than those for qualifications on 
NASDAQ. 

Although the Commission in most 
circumstances looks to full and accurate 
disclosure rather than prescriptive rules 
to protect investors, the Commission 
does not believe that issuer disclosure is 
sufficient protection against the gross 
misrepresentations in the sales process 
often characteristic of the market for 
low-priced, non-NASDAQ OTC 
securities.** In particular, the 
Commission does not believe that the 
disclosure provided by Exchange Act 
reporting companies constitutes by itself 
an adequate substitute for the 
prophylactic measures of the Rule. 
Broker-dealers using high pressure sales 
tactics often may misstate information 
available to the market, particularly if 
broker-dealers are directly soliciting 
unsophisticated investors at.a time 
when they have not received any 
information on the security. Moreover, 
the markets for many low-priced, non- 
NASDAQ OTC securities are dominated 
by a single market maker and, as a 
result, the pricing of the security may 
not reflect the available public 
information. 

All of the commenters who addressed 
the requirement that compliance with 
the Proposed Rule’s financial standards 


*4 As the Special Study noted, “no amount of 
disclosure in a prospectus can be effective to 
protect investors unless the securities are sold by a 
salesman who understands and appreciates both 
the nature of the securities he sells and his 
responsibilities to the investor to whom he sells.” 
Special Study, supra note 20, pt. 1, at 538. 
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be demonstrated by financial statements 
certified by an independent public 
accountant believed that it was an 
appropriate requirement for issuers who 


retained the ‘Tequirement in the Rule, 
with technical revisions.*® 


2. Price of Security 


The Proposed Rule did not 
differentiate among securities based on 
market price, although Release 34-26529 
noted that Designated Securities often 
were traded at less than one dollar per 
share. In addition, Release 34~26529 
solicited comment on whether the 
Proposed Rule’s definition of Designated 
Security was appropriately tailored to 
include those securities that presented 
the problems to which the Proposed 
Rule was addressed without 
unnecessarily including securities that 
were not generally the vehicles used for 
fraudulent high pressure activity. 
Several commenters suggested that the 
Proposed Rule should include a price per 
share limitation. For example, the NASD 
concluded that a price standard would 
make the. Proposed Rule more workable 
in practice and aid the broker-dealer in 
the initial evaluation of whether a 
security was a Designated Security. 

The Commission has determined to 
provide an additional exemption from 
the Rule for transactions in which the 
price of the security is five dollars or 
greater.*® This exemption will allow 


45 One commenter suggested the Rule 
to make clear that an issuer’s financial statements 
would continue to qualify under the Rule in the 
period between the end of a fiscal year and the time 
that new statements became available, and that 
suggestion has been incorporated into the Rule. In 
addition, the audited financial statement 
requirement references Regulation S-K, 17 CFR 
210.2-02, in order to provide greater guidance as to 
the requirement. Finally, the standard of broker- 
dealer review of an issuer's financial statements has 
been phrased in affirmative terms rather than the 

“Uncle dageted” ghampnantin ta tagnest tele 
to provide greater clarity as to the standard. The 
Commission notes, for example, that the existence 
of an unqualified opinion by an independent public 
accountant would constitute, in the absence of 
information to the contrary, e reasonable basis for a 
broker-dealer to believe that the financial 
statements were true and complete. 


regulation. See 12 CFR 220.17(a)(2) (five dollars per 
share requirement for inclusion on list of OTC 
margin stocks}; Washington Administrative Code 
section 460-17A-030(d), Blue Sky Law Reporter 
(CCH) $61,585C (five dollars per share requirement 
for offerings pursuant to Uniform Limited Offering’ 
Registration); NASD Schedules to the By-Laws, 
Schedule D, pt. Ill, section 2, NASD Manual (CCH) 
41809 (five dollars per share t for 
designation as National Market System security). 


issuers to avoid perceived adverse 
effects of the Rule by adjusting their 
capital structure and setting the offering 
price for their securities at five dollars 
or more. Therefore, issuers of equity 
securities, whether common stock, 
preferred stock, limited partnership 
interests, or other equity securities, will 
have greater control over the application 
of the Rule to their securities. The price 
exemption also has the benefit of being 
easily monitored by broker-dealers. 
Broker-dealers who wish to underwrite 
and trade in the securities of small, non- 
NASDAQ OTC issuers without being 
subject to the Rule and without 
implementing extensive compliance 
procedures can do so by restricting their 
activities to securities priced at five 
dollars or more. 

Smaller issuers who set the offering 
price for their shares at five dollars or 
more in order to avoid application of the 
Rule may be limited in the number of 
shares that they can issue, which may 
limit somewhat secondary trading in 
their securities. A five dollar price 
standard is consistent, however, with 
the Uniform Limited Off 
Registration (“ULOR”) project 
developed by the State Regulation of 
Securities Committee of the American 
Bar Association. ULOR is intended to 
provide a streamlined procedure for 
small businesses raising less than 
$1,000,000 in offerings exempt from 
registration under Rule 504 of Regulation 
D.*? In order to prevent abuses in the 
secondary market for securities issued 
pursuant to ULOR, issuers cannot use 
ULOR for offerings in which the offering 
price of common stock, or the exercise 
price or conversion price of any 
warrants, options, rights, or convertible 
securities included in the offering, is less 
than five dollars.** 

The Commission intends to monitor - 
closely the use of the price exemption. 
While most abuses that have occurred 
in the non-NASDAQ OTC market have 
involved securities trading at less than 
five dollars, the Commission is aware of 
the risk that the price exemption could 
result in increased attempts to employ 
abusive sales practices and 
manipulative schemes in stocks trading 
above five dollars. Nevertheless, the 
Commission believes that this risk is 


4717 CFR 230.504. For a description of the 
purposes and requirements of ULOR, see J. Harris, 
S. Keller, G. Stakias & M. Liles, Finencing the 
“American Dream”—Small Business and the ULOR 
Project, 43 Bus. Law. 757, 762-63 (1968). 

+8 The U.S. Small Business Administration and 
the Washington State Business Assistance Center 
submitted comments that ULOR 
offerings be excluded from the Proposed Rule, and 
noting the utility of the five dollar price limitation in 
preventing abuses in ULOR securities. 


outweighed by the substantial benefits 
of a price exemption. 

The Commission does not believe that 
the price exemption will result in 
widespread circumvention of the Rule, 
because stocks priced at five dollars or 
more appear to be less susceptible to 
manipulation and high pressure sales 
campaigns. First, the spreads at this 
price level are generally much smaller. 
While it is common to see quotes for 
securities at five cents bid and ten cents 
asked,*® instances of 100% price spreads 
in stocks priced in excess of five dollars 
are rare. Moreover, a five dollar spread 
would be much more likely to attract 
notice and increase investor caution, 
even on the part of unsophisticated 
investors. Second, low-priced stocks 
often are sold through a sales pitch that 
is dependent upon their initial low price. 
Broker-dealers selling low-priced, 
speculative stocks frequently promise 
high profits, arguing that high percentage 
returns will result from only a few cents 
rise in price. For example, a high 
pressure salesperson touting a five cent 
stock may emphasize that a mere five 
cent rise in price will produce a 100% 
return on investment. This tactic is less 
effective with respect to stocks selling 
for five dollars or more. 

The Commission is aware that issuers 
of low-priced securities often raise 
capital by issuing units containing a 
variety of securities components, for 
example, multiple shares of common 
stock and warrants for the purchase of 
the stock. In these situations, the unit 
and the individual components of the 
unit would be considered separately 
under the Rule’s criteria for a 
Designated Security. To qualify for the 
price exemption, each must be priced at 
five dollars or more. However, to avoid 
the need to assign a price to warrants, 
options, rights, and the conversion 
option of a convertible security, the 
value of these components of a unit 
would not be considered in determining 
whether a transaction in the unit was 
covered by the Rule. Thus, units would 
be subject to the Rule unless (1) the unit 
price divided by the number of shares 
(or interests, in the case of a 
or trust) included in the unit was five 
dollars or more; and (2) the exercise 
price of any warrant, option, or right, or 


*° See supra note 14, and accompanying text. The 
Commission notes that, in dominated or inactive 
markets, market makers must calculate 
mark-ups on the basis of actual transactions, and 
not on quotations. See In re Alstead, Dempsey & 
Company, Securities Exchange Act Release Ne. 
20825 (April 5, 1984), 30 SEC Doc. 259. Undisclosed 
excessive mark-ups constitute violations of NASD 
rules and Rule 10b-5 under the Exchange Act, 17 
CFR 240.10b-5. 
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the conversion price of a convertible 
security, included in the unit was five 
dollars or more. Once the components of 
a unit begin trading separately, both the 
transaction price and the exercise price 
of warrants, options, or rights, or the 
conversion price of convertible 
securities, would have to be five dollars 
or more to qualify for the five dollar 
exclusion. 

As noted previously, several 
commenters believed that offerings of 
securities pursuant to registration or an 
exemption from registration under the 
Securities Act should be excluded from 
the Proposed Rule. In particular, they 
believed that the disclosure provided by 
the issuer in the registration process 
would constitute an adequate safeguard 
against the abuses to which the 
Proposed Rule was addressed. As noted 
above,®° however, the Commission is 
not persuaded that issuer disclosure 
provides an adequate safeguard against 
the abusive broker-dealer sales 
practices present in this market. 
Moreover, the Commission believes that 
the price exemption along with the 
exclusion of offerings that are approved 
for exchange or NASDAQ trading 
substantially addresses the concerns of 
many of these commenters. With respect 
to offerings of securities below five 
dollars per share that are not approved 
for exchange or NASDAQ trading, the 
Commission believes that the 
requirements of the Rule are warranted 
in view of the substantial potential for 
sales practice abuse, even ‘when a 
disclosure document is available.** 


3. Established Customers and 
Accredited Investors 


The Proposed Rule excluded sales to 
accredited investors, as defined in 
Regulation D under the Securities Act,5? 
and regular customers of a broker- 
dealer. A regular customer was defined 
as any person for which the broker- 
dealer, or a clearing broker on behalf of 
such broker-dealer, maintains a margin 


5° See supra, text accompanying note 44. 

51 In this connection, the Commission solicited 
comment in Release 34—26529 on the issue of 
whether transactions subject to the disclosure 
document delivery requirements of Rule 15c2-8(b) 
under the Exchange Act, 17 CFR 240.15c2-8(b), or 
Regulation A under the Securities Act, 17 CFR 
230.256(a)(2), should be excluded from the written 
agreement requirement of the Proposed Rule. The 
NASD indicated in its comment letter that broker- 
dealers often had difficulty complying with the 
prospectus delivery requirement, and the 
Commission is not satisfied that the delivery 
requirements would constitute adequate substitutes 
for the Rule. 

52 17 CFR 230.501(a). The Commission received 
limited comment on the exclusion of sales to 
accredited investors, and transactions in which the 
purchaser is an accredited investor continue to be 
exempted in the Rule. 


account or a cash account as provided 
for in Regulation T of the Federal 
Reserve Board, and who has purchased 
in either or both of such accounts the 
securities of three or more different 
issuers on three separate occasions 
within the preceding two years. Release 
34~—26529 indicated that the definition 
was intended to exclude persons with 
whom the broker-dealer previously had 
established a business relationship, and 
who presumably had the opportunity to 
become acquainted with the nature and 
business conduct of the broker-dealer. 

The Proposed Rule’s definition of 
regular customer was criticized by 
commenters for several reasons. First, 
several commenters believed that the 
definition would permit inappropriate 
circumvention of the Proposed Rule’s 
requirements. For example, Merrill 
Lynch stated that an unscrupulous 
broker-dealer could convince a client to 
purchase three small positions in 
securities other than Designated 
Securities, such as money market funds 
or Treasury securities, immediately prior 
to commencing aggressive cold calling 
activities in Designated Securities. 
Second, commenters suggested that 
merely making three purchases of any 
security in an account with a broker- 
dealer did not necessarily mean that the 
customer was familiar with the 
reputation and business conduct of that 
broker-dealer with respect to 
Designated Securities. Finally, 
commenters believed that legitimate 
broker-dealers would have difficulty 
implementing systems to monitor 
compliance with the regular customer 
exclusion. 

To address these problems, several 
commenters suggested that the 
definition of regular customer should 
focus on the length of time that a 
customer had an account with a broker- 
dealer, rather than the number of 
transactions in the account. They 
believed that focusing on the age of the 
account would provide more assurance 
that a customer was familiar with the 
nature and business practices of a 
broker-dealer. 

The Commission agrees with the 
concerns of these commenters and has 
reflected their suggestions in the Rule. 
The term “regular customer” has been 
changed to “established customer” to 
reflect the elimination of the 
requirement that-a customer have recent 
activity in the account to qualify for an 
exclusion from the Rule. Instead, once a 
customer of a broker-dealer qualifies as 
an established customer, the customer's 
transactions with the broker-dealer will 
be permanently excluded from the Rule. 
Paragraph (d)(3) of the Rule defines an 
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established customer as any person for 
whom the broker-dealer, or a clearing 
broker on behalf of a broker-dealer,®* 
carries an account, and who in such 
account has (1) effected a securities 
transaction, or made a deposit of funds 
or securities, more than one year 
previously, or (2) made three purchases 
of Designated Securities that occurred 
on separate days and involved separate 
issuers.5* 

The Commission believes that this 
definition will assist broker-dealers in 
monitoring compliance with the Rule, as 
well as prevent inappropriate 
circumvention of the Rule. It is less 
likely that a person who has had a 
significant relationship with a broker- 
dealer for over a year will be victimized 
by that broker-dealer engaging in boiler- 
room abuses. In addition, the alternative 
requirement of three purchases of 
Designated Securities increases the 
likelihood that the customer will be 
familiar with the risks of Designated 
Securities, and that the broker-dealer 
will have made an appropriate 
suitability determination for customers 
with accounts less than one year old 
prior to selling them a Designated 
Security. 

4. Recommended Purchases 


The Proposed Rule made it unlawful 
for a breker-dealer to recommend, and 
subsequently to sell, any Designated 
Security without complying with the 
Proposed Rule. Several commenters 
suggested that clarification was needed 
as to when a purchase would be 
considered to have been recommended 
by the broker-dealer. Moreover, two 
commenters suggested that the Proposed 
Rule would be clearer if the term 
“solicited” rather than “recommended” 
were used in the Proposed Rule. 

The Commission has determined to 
retain the exemption from the Rule for 
transactions that are not recommended 
by a broker-dealer. One of the major 
requirements of the Rule is the 
suitability determination involved in 
approving an account for transactions in 
Designated Securities, and the NASD 


53 The reference in the Rule to a clearing broker is 


intended merely to recognize that introducing 
broker-dealers do not carry accounts. The Rule is 


54 If the person had more than one 


personal 
account with the . purchases in all of 
the accounts could be aggregated to meet the three 
purchase requirement. In the context of introducing 
and clearing brokers, however, purchases by a 
person with more than one personal account carried 
by the clearing broker could be aggregated only 
with purchases in accounts that were carried by the 
clearing broker on behalf of a single introducing 


broker. 
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26529, the Rule would not apply to 
situations in which a broker-dealer 
functioned solely as an order taker and 
executed transactions for persons who 
on their own initiative decided to 
purchase a Designated Security without 
a recommendation from the broker- 
dealer. Nor would the Rule apply to 
general advertisements not involving a 
direct recommendation to the individual. 
The Rule would apply, however, to 
situations where the broker-dealer 
recommends to an investor the purchase 
of a specific Designated Security, 
whether through direct telephone 
communication with the customer or 
through sending promotional material 
through the mail. 

While in some contexts determining 
whether a transaction was 
recommended may raise close 
questions, the Commission understands 
that in practice most Designated 
Securities are “sold, not bought,” and in 
most cases the determination will not be 
difficult. In particular, in most situations 
in which the broker-dealer brings a 
specific Designated Security to the 
attention of the customer, a subsequent 
purchase of the security will involve an 
implicit or explicit recommendation by 
the broker-dealer. For example, if 
several ea customers dealing — 
a registered representative purcha 
the same security within a short period 
of time and without communicating with 
each other, it would be strong evidence 
that the registered representative had 
recommended the security. 

Some commenters believed that the 
Proposed Rule should apply to investor 
responses to general advertisements by 
a broker-dealer, one noting that general 
advertisements could serve the same 


sales tectics generally oa involve a 
recommendation after the customer calls 
for information in response to a _— 
advertisement, and therefore an; 
resulting transactions would be cient 
by the Rule. 
5. Limited Broker-Dealer Activity in 
Designated Securities 

The Proposed Rule excluded 
transactions in a Designated Security by 
a broker-dealer.whose total transactions 

Security had not 

exceeded an aggregate volume of $5000 
or 10,000 shares during any period of 
five consecutive business days that 
ended within the preceding 90 days. 
Release 34—26529 noted that the 


Proposed Rule was directed at 
concentrated selling efforts, and that the 
benefits of imposing the Proposed Rule's 
requirements on broker-dealers who 
were executing only minimal 
transactions in a security might not 
exceed the costs of compliance. Release 
34-26529 solicited comment on whether 
the proposed volume standards were 
appropriately drawn. In particular, 
comment was requested on whether the 
standards focused the Proposed Rule on 
situations where abusive selling 
practices were most prevalent while 
avoiding situations where these abusive 
sales practices were uncommon. 

The commenters cfiticized this limited 
transaction exclusion for several 
reasons. They believed that the 
standards were too low to provide 
practical benefits to broker-dealers. In 
addition, the commenters indicated that 
broker-dealers would have great 
difficulty monitoring whether they 
qualified for the limited transaction 
exclusion because of its “rolling” 
Finally, one commenter noted that the 
limited transaction exclusion could be 
used by unscrupulous broker-dealers to 
promote different securities on a 
rotating basis and thereby circumvent 
the Proposed Rule’s requirements. It 
suggested that any limited transaction 
exclusion should be based on the firm's 
total volume of transactions in all 
Designated Securities. 

Several commenters suggested an 
alternative formulation of the limited 
transaction exclusion that excluded 
sales by broker-dealers whose 
commission revenue derived from 
transactions in Designated Securities 
did not exceed a certain percentage of 
their overall commission revenue. They 
believed that this percentage approach 
would provide a more effective way to 
identify those firms whose primary 
business purpose is to sell pink sheet ' 
stocks, while providing an easily 
determinable exclusion for firms 
engaging in only a minimal amount of 
business in Designated Securities.*5 


85 Several commenters, however, recommended 
that the limited transaction exclusion be deleted 
from the Proposed Rule. They believed that, in light 


recommendations, it was inappropriate to adopt an 
exclusion based on the volume of broker-dealer 
transactions, as this would permit such activities to 
occur to a limited extent. The Commission agrees 
with the view of these commenters that even a 
limited amount of sales practice abuses should not 
be permitted, but believes that firms engaging in a 
limited business in Designated Securities are far 
less likely to be involved in fraudulent sales 
activities. Moreover, the Commission fully intends 
to monitor the limited activity exemption provided 
in the Rule to detect abuses in Designated 
Securities. 


nature. 
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The Commission has replaced the 
proposed limited transaction exclusion 
with an exemption similar to the 
percentage approach suggested by the 
commenters. Paragraph (c)(4} of the Rule 
exempts transactions by a broker-dealer 
(1) whose commissions, commission 
equivalents, and mark-ups from 
transactions in Designated Securities 
during each of the immediately 
preceding three months, and during 
eleven or more of the preceding twelve 
months,®** did not exceed five percent of 
its total commissions, commission- 
equivalents, and mark-ups from 
securities transactions during those 
months; 57 and (2) who has not been a 
market maker in the Designated Security 
that is the subject of the transaction 
during the previous twelve months. The 
Commission believes that making a 
market in a security provides an 
incentive for high pressure sales 
practices and an opportunity for 
manipulation of the price of that security 
that would not otherwise be present, 
and, consequently, all market makers in 
a Designated Security should be subject 
to the Rule, irrespective of the 
percentage of revenue accounted for by 
Designated Securities. The percentage of 
revenue exemption also will restrict 
collusion between broker-dealers active 
in penny stocks, in which each firm 
would sell as agent Designated 
Securities in which the other firm was a 
market maker. 


5° The Commission that broker- 
dealers will need a period of time after the end of a 
monih in order to determine whether their sales- 
related revenue from transactions in Designated 
Securities during the preceding month was less than 
five percent of their total re revenue from 
securities transactions. if a broker- 
dealer's non-market maker transactions during the 
preceding month were exempt under the percentage 
exemption, such transactions by the broker-dealer 
will continue to qualify for the exemption for the 
first ten business days after the end of the preceding 
month in order to provide the broker-dealer with an 
opportunity to make the percentage determination. 
For example, if a broker-dealer’s non-market maker 
transactions were exempt under the percentage 
exemption during the month of April because the 
broker-dealer’s sales-related revenue from 
transactions in Designated Securities during each of 
the months of January, February, and March was 
less than five percent of its total sales-related 
revenue during those months, the non-market maker 
transactions of the broker-dealer during the ‘irst ten 
business days of May would continue to qualify for 
the percentage exemption. Of course, the broker- 
dealer’s sales-related revenue this ten-day 
period in May would have to be included in 

whether the broker-dealer’s sales- 
related revenue during May exceeded the five 
percent standard. 

57 Revenues received in connection with 
transactions in securities other than commissions, 
commission-equivalents, and mark-ups,-such as 
revenues from repurchase transactions, would not 
be included in this computation. 
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6. General Exemptive Authority 


The Proposed Rule enabled the 
Commission to exempt, conditionally or 
unconditionally, any transactions that it 
determined were not encompassed 
within the purposes of the Proposed 
Rule. There were no comments on this 
provision. The Commission believes that 
it provides needed flexibility in applying 
the Rule and has retained the provision. 


B. Requirements of the Rule 


For transactions that fall within the 
scope of the Rule, paragraph (a)(2) of the 
Rule provides that, prior to the 
transaction, the broker-dealer must: (1) 
Approve the purchaser's account for 
transactions in Designated Securities in 
accordance with the procedures set 
forth in paragraph (b) of the Rule; and 
(2) receive from the purchaser a written 
agreement to the transaction setting 
forth the identity and quantity of the 
Designated Security to be purchased. 


1. Account Approval Procedures 


The Commission has determined to 
modify the account approval procedures 
contained in the Proposed Rule to lessen 
the compliance burden on broker- 
dealers, while maintaining the purposes 
of the procedures in the Proposed Rule. 
The Proposed Rule required a broker- 
dealer to obtain a manually-executed 
and dated statement from the customer 
setting forth detailed items of 
information concerning the customer's 
financial situation, investment 
experience, and investment objectives 
that were specified in the Proposed 
Rule. Release 34-26529 indicated that a 
customer's failure to provide this 
information would preclude the broker- 
dealer from approving the account. In 
addition to obtaining the written 
statement of customer information, the 
Proposed Rule required a broker-dealer 
to set forth in writing the basis of its 
suitability determination and to send 
this statement to the customer along 
with the confirmation of the transaction 
required by Rule 10b-10 under the 
Exchange Act.5® 

Many commenters believed that the 
procedures in the Proposed Rule, and in 
particular the requirement of a 
manually-executed statement of 
customer information, imposed an 
unreasonable paperwork burden on 
broker-dealers. For example, the ABA 
Broker-Dealer Subcommittee noted that 
requiring customers to provide in writing 
significant information about themselves 
might have an undesirable “chilling” 
effect on legitimate transactions in 
Designated Securities. It added, 


58 17 CFR 240.10b-10. 


however, that customers might be more 
willing to provide such information 
orally. In addition, commenters noted 
the difficulties broker-dealers often 
experience in getting customers to fill 
out and return forms. Consequently, 
commenters said that the account 
approval procedures would interfere 
substantially with the process of 
obtaining new. customers. 

To lessen these burdens on broker- 
dealers while maintaining the purposes 
of the Proposed Rule, the Commission 
has eliminated from the Rule the 
requirement that a broker-dealer obtain 
a manually-executed statement of 
customer information. In addition, the 
Rule does not require broker-dealers to 
obtain each of the specific items of 
customer information identified in the 
Proposed Rule. Instead, as discussed 
below, the Rule requires a broker-dealer, 
prior to the purchase of a Designated 
Security, to (1) obtain, orally or in 
writing, information from the customer 
concerning the customer's financial 
situation, investment experience, and 
investment objectives; (2) reasonably 
determine the customer's suitability for, 
and capability of evaluating the risks of, 
transactions in Designated Securities; 
(3) deliver to the customer a written 
statement setting forth the basis of such 
determination, disclosing the written 
agreement requirement of the Rule, and 
stating that the customer should not sign 
and return the written statement to the 
broker-dealer if it does not accurately 
reflect the customer's circumstances; 
and (4) receive back from the customer a 
manually signed and dated copy of the 
suitability statement. 

a. Customer Information. Several 
commenters supported the requirement 
in the Proposed Rule that broker-dealers 
obtain and preserve in writing 
information concerning the customer's 
financial situation, investment 
experience, and investment objectives. 
Many of these commenters, as well as 
several broker-dealers contacted by 
members of the Commission staff, noted 
that broker-dealers typically used 
account forms that included much of the 
information required by the Proposed 
Rule. This information is obtained by 
registered representatives over the 
telephone, and the representatives fill 
out the account form and make a 
suitability determination. For example, 
the SIA stated that: “We do not view the 
requirement under the Proposed Rule 
regarding the retention of the suitability 
information in connection with 
recommended purchases to be 
burdensome. Most firms currently retain 
such information as a means to 
demonstrate compliance with Article III, 
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section 2 of the NASD Rules of Fair 
Practice and NYSE Rule 405.” 

To conform to this industry practice, 
the Rule no longer specifies each item of 
information that the broker-dealer must 
obtain, and permits this information to 
be obtained orally. The Commission 
wishes to emphasize, however, that the 
broker-dealer must obtain sufficient 
information concerning the customer 
that it can reasonably make its 
suitability determination. In the 
Commission's view, the customer 
information specified in the Proposed 
Rule remains highly relevant to the 
broker-dealer's suitability 
determination,®® and broker-dealers 
should seek to obtain this information 
from customers. While in some cases a 
customer may refuse to provide each of 
the items of information specified in the 
Proposed Rule, such a refusal will not 
absolve the broker-dealer of its 
obligations under the Rule. 
Consequently, a broker-dealer must 
obtain sufficient information for a 
reasonable suitability determination 
prior to approving the customer's 
account for transactions in Designated 
Securities. 

b. Suitability Determination. The Rule 
requires a broker-dealer reasonably to 
determine that transactions in 
Designated Securities are suitable for 
the customer, and that the customer (or 
the customer's independent adviser in 
these transactions) has sufficient 
knowledge and experience in financial 
matters that the customer (or the 
customer's independent adviser in these 
transactions) reasonably may be 
capable of evaluating the risks of 
transactions in Designated Securities.®° 


5° The Proposed Rule required a broker-dealer to 
obtain information a customer's: (1) 
Financial situation, including age, marital status, 
number of dependents, employment status, 
estimated annual income and the sources of that 
income, estimated net worth (exclusive of family 
residence), and estimated liquid net worth (cash, 
securities, other); (2) investment experience and 
knowledge, including the number of years of 


and other investments; and (3) investment 
objectives, such as safety of principal, income, 
growth, or speculation. 

°° The Rule's requirement that a broker-dealer 
make a special suitability determination in 
approving a customer's account for transactions in 
Designated Securities is in addition to, and in no 
way replaces, a broker-dealer’s general obligation 
under SRO rules to make a suitability determination 
for all recommended transactions. Thus, a broker- 
dealer would remain obligated to make a suitability 
determination for each recommended purchase of a 
Designated Security by a customer even after such 
customer's account had been approved for 
transactions in Designated Securities, as well as for 
recommended purchases by customers that are not 
covered by the Rule, such as accredited investors 
and established customers. 
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Several commenters expressed the 
view that requiring a determination of 
the customer's capability of evaluating 
the risks of a transaction was subjective 
and would create confusion. As noted in 
Release 34—26529, however, a customer's 
ability to evaluate the risks of a 
transaction is an integral aspect of any 
suitability determination. This aspect of 
suitability is emphasized in the Rule 
because it is frequently ignored in sales 
practice abuses in the non-NASDAQ 
OTC market, which typically involve 
indiscriminate recommendations to 
unsophisticated investors. Release 34— 
26529 noted that many Designated 
Securities are speculative securities that 
require purchasers to possess a 
significant degree of expertise, as well 
as access to issuer financial information, 
before an informed investment decision 
can be made. The issuers of Designated 
Securities are rarely followed by 
professional securities analysts or 
covered by the financial press, and may 
not be making complete information 
about their operations and financial 
condition publicly available on a regular 
basis. 

The required determination focuses on 
the customer's knowledge and 
experience in financial matters. Persons 
who have no prior investment 
experience are unlikely to appreciate 
the risks of transactions in Designated 
Securities without special efforts by the 
broker-dealer or the person's personal 
advisers to inform them of the risks. For 
example, one of the individual investors 
who commented on the Proposed Rule 
indicated that she had been induced to 
place her entire retirement savings of 
$6600 in a self-directed IRA, which her 
broker recommended she invest entirely 
in penny stocks. She further stated that 
the broker was aware that her 
knowledge of investments was very 
limited and that she had no other 
savings or investments of any kind, not 
even a savings account. She lost her 
entire investment. Many other complaint 
letters received by the Commission 
indicate that her experience is not an 
aberration, and the Commission strongly 
believes that the special problems to 
which the rule is addressed require a 
specific investigation of the customer's 
capability to evaluate the risks of 
transactions in Designated Securities. 

Release 34~—26529 solicited comment 
on the effect of a customer’s 
consultations with a personal adviser 
who was capable of evaluating the risks 
of transactions in Designated Securities. 
Several commenters suggested that, if. 
such an adviser was permitted to help 
establish the customer's capability to 
evaluate such risks, then the adviser 


should be completely independent of the 
broker-dealer and the issuer of the 
Designated Securities. The Commission 
believes that it would be useful for 
investors, particularly inexperienced 
investors, to consult with an adviser 
prior to investing in Designated 
Securities. The Rule therefore provides 
that a broker-dealer can approve a 
customer’s account if the customer's 
independent adviser in transactions in 
Designated Securities is capable of 
evaluating the risks of transactions in 
Designated Securities. The Commission 
wishes to emphasize, however, that the 
broker-dealer must reasonably 
determine that the adviser will consult 
with the customer on transactions in 
Designated Securities, and that the 
adviser is completely independent of the 
transactions. Any connection between 
the adviser and either the broker-dealer 
or the issuer that compromises the 
adviser’s independence, such as an 
affiliation or compensation, would 
preclude the adviser from qualifying 
under the Rule. 

The Commission also wishes to 
emphasize the point made in Release 
34-26529 that the target of the Rule is 
sales practice abuse and manipulation, 
not small issuers or speculative 
investment decisions per se. It is, 
however, in low-priced, non-NASDAQ 
OTC securities that the Commission has 
found a disproportionate number of such 
abuses to occur, and it is for this reason 
that the Commission is adopting a 
prophylactic rule for recommended sales 
of such securities. 

c. Suitability Statement. The 
Commission continues to believe that a 
customer should have an opportunity to 
review the information on which a 
broker-dealer makes its suitability 
determination regarding the customer. 
Such a review enables the customer to 
check the accuracy of this information 
recorded by the broker-dealer. 
Moreover, as a state regulatory 
authority indicated in its comment letter, 
by requiring the purchaser to sign a 
statement containing financial 
information, the importance of making 
an informed and deliberate investment 
decision will be made clear to the 
purchaser. Setting forth the suitability 
determination in writing also increases 
the likelihood that a determination will 
be made and facilitates subsequent 
review by regulatory authorities. 

The Rule therefore provides that, prior 
to approving an account for transactions 
in Designated Securities, a broker-dealer 
must deliver to the customer a written 
statement: (1) Setting forth the basis of 
the broker-dealer's suitability 
determination; (2) stating in a 
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highlighted format the written 
agreement requirement of the Rule; and 
(3) stating in a highlighted format 
immediately preceding the customer 
signature line that the broker-dealer is 
required by the Rule to provide the 
customer with the suitability statement, 
and that the customer should not sign 
and return the statement to the broker- 
dealer if it does not accurately reflect 
the customer's financial situation, 
investment, experience, and investment 
objectives. The broker-dealer then must 
obtain a manually signed and dated 
copy of the suitability statement from 
the customer. These requirements are 
intended to convey to the customer the 
importance of the suitability statement, 
and to prevent a salesperson from 
convincing the customer to sign the 
statement without a review for 
accuracy. 

The Rule’s new procedures are less 
burdensome than those in the Proposed 
Rule, however, because the customer 
need only sign and date a copy of the 
suitability statement, and return the 
statement to the broker-dealer. Thus, 
only one suitability document must be 
processed by the broker-dealer, and the 
signed copy can be obtained from 
customers at the same time customers 
send the broker-dealer their written 
agreement to the first purchase of a 
Designated Security in their accounts. * 
The Commission believes that the Rule’s 
revised procedures for opening new 
accounts are substantially less 
burdensome than the procedures 
required by the Proposed Rule, while 
maintaining effective discipline over the 
broker-dealer’s preexisting obligation to 
not make unsuitable recommendations. 


2. Written Agreement to a Purchase 


The Proposed Rule required the 
broker-dealer to obtain written 
agreement from the customer for each 
purchase of a Designated Security 
covered by the Proposed Rule. The 
written agreement was required to set 
forth the identity and number of shares 
or units of the Designated Security to be 
purchased. This requirement was 
intended to provide the customer with 
an opportunity to evaluate the security 


“This procedure is in accordance with that 
suggested by the NASD in its comment letter. The 
NASD noted that it had published for comment a 
modification of its books and records rule that 
required much of the same information specified in 
the Proposed Rule to be gathered reg 
customers. While the proposed NASD rule would 
not require a customer signature, the NASD 
indicated that a uniform approach with respect to 
the information required would allow firms to 
follow normal procedures and add only one 
additional step—obtaining the customer's signature 
as required by the Rule. 





without the necessity for an immediate 
final decision that is characteristic of 
high pressure telephone sales tactics. 

Many commenters specifically 
supported the Proposed Rule's 
requirement that broker-dealer obtain 
written agreement to purchases from the 
customer. A state regulatory authority 
noted the particular problems of 
regulating telephone solicitations, and 
stated that the Proposed Rule would 
have a “profound and salutary effect on 
such sales by requiring that the sale of 
designated securities be pursuant to a 
written agreement. In the cases of 
telephone solicitations, the time 
required to obtain such written 
agreement will necessarily give the 
consumer time to consider the purchase 
and to obtain whatever information is 
necessary and available in order to 
make a careful decision.” An individual 
investor stated that “a written 
agreement, with time for the buyer to 
think about what he or she is doing, 
making sure the investment is right for 
themselves, is definitely needed.” 
Another individual investor strongly 
supported the requirement that 
purchases be well documented, noting 
that on several occasions purchases had 
been made in his account without his 
authorization. 

Conversely, many commenters 
opposed the written agreement 
requirement. One broker-dealer stated 
that the written agreement requirement 
was “draconian and unrealistic. It 
would expose brokerage firms to 
significant potential losses by giving an 
escape clause to investor if the security 
decreased in value.” Another broker- 
dealer stated that most brokerage firms 
would stop dealing in Designated 
Securities rather than comply with the 
written agreement requirement. 

The Commission believes that the 
written agreement requirement is critical 
to the effectiveness of the Rule, and has 
retained the requirement in the Rule. 
The written agreement requirement 
provides the Rule’s most direct 
protection against high pressure sales 
tactics by enhancing the ability of 
investors to guard themselves against 
such tactics. Broker-dealers involved in 
boiler-room abuses typically use 
prepared scripts designed by marketing 
experts that try to-elicit immediate buy 
decisions during the course of one or a 
series of telephone calls. Moreover, the 
Commission is aware of instances in 
which high pressure salespersons 
interpreted noncommittal responses as 
the placing of an order, with 
confirmations sent to customers of 
purchases that they had not intended to 


make.®? The written agreemen 
requirement has the beneficial et of 
ensuring that the customer's final 
decision will be made outside of a 
pressured telephone call, and of 
providing objective evidence of whether 
a customer has agreed to a transaction. 

While the written agreement 
requirement is an additional paperwork 
burden on broker-dealers, the 
Commission believes that the Rule 
would be substantially less effective 
without the requirement, and that its 
benefits outweigh the compliance 
burden it entails. The Commission notes 
that most retail securities transactions 
involve communicating with the 
customer, and obtaining payment, 
through the mail, and that obtaining a 
written agreement therefore will not 
constitute a unique processing 
procedure for broker-dealers. In 
addition, despite the assertions of some 
commenters, the written agreement 
requirement does not force a broker- 
dealer to, in effect, provide an option to 
the customer to purchase a Designated 
Security at a specified price.** Instead, 
as discussed in Release 34-26529, the 
written agreement only must set forth 
the identity and quantity of the 
Designated Security. Price can be agreed 
upon over the telephone when the 
broker-dealer receives. the customer's 
written agreement.®* Modification of the 
identity or quantity of the Designated 
Security specified in the written 
agreement, however, would require a 
new written agreement. 


VI. Conclusion and Solicitation of 
Comment 


The Commission believes that the 
Rule will provide a needed regulatory 
tool with which to combat sales practice 
abuse and manipulation by broker- 
dealers involving low-priced, non- 
NASDAQ OTC securities, without 
imposing undue burdens on legitimate 


62 See, e.g., Report on First Jersey Securities, 
supra note 12, at 11, 14. 

®3 The Rule does not require a broker-dealer to 
bind eee 
receipt of a customer's written 
Moreover, the execution of a transaction by a 
broker-dealer in a customer's account without the 
customer’s prior written agreement would violate- 
the Rule, even if the broker-dealer were willing to 
rescind the transaction if the customer did not 
subsequently agree in writing to the transaction. 

®4 The Rule would not preclude a written 
agreement from including the price sro upon =. 
the broker-dealer and the customer. If, however, 
seslbdendibaaneaaaeaenene 
dealer receives the written agreement is less than 
the price specified therein, the broker-dealer's “best 


execution” obligations would preclude the broker- os 


dealer from executing the transaction at that price. 
See NASD Rules of Fair Practice, Art. Ill, sections 1 
and 4, Interpretation.of the Board of Governors re 
NASD Mark-Up Policy, NASD Manual (CCH) $2154 
at 2056. 
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broker-dealers underwriting and trading 
in the securities of small businesses. The 
Commission solicits comment, however, 
on whether any of the exclusions from 
the scope of the Rule will provide 
unscrupulous broker-dealers with 
unacceptable opportunities to 
circumvent the requirements of the Rule. 
These exclusions include the definition 
of Designated Security, which excludes 
non-NMS NASDAQ securities and 
securities whose issuers have net 
tangible assets in excess of $2,000,000; 
and the five dollar price exemption, the 
established customer exemption, the 
unrecommended transaction exemption, 
and the percentage of revenue 
exemption contained in paragraph (c) of 
the Rule. The Commission is particularly 
interested in learning the views of 
commenters after the Rule has been 
effective for a period of time, and its 
impact has been ascertained through 
practical experience. 


VIL. Effects on Competition and 
Regulatory Flexibility Act 
Considerations 


Section 23(a)(2) of the Exchange 
Act ®5 requires that the Commission, in - 
adopting rules under the Exchange Act, 
consider the anticompetitive effects of 
such rules, if any, and balance any 
anticompetitive effect against the 
regulatory benefits gained in terms of 
furthering the purposes of the Exchange 
Act. The Commission is of the view that 
Rule 15c2-6 will not result in any burden 
on competition that is not necessary or 
appropriate in furtherance of the 
purposes of the Exchange Act. 

In addition, the Commission has 
prepared a Final Regulatory Flexibility 
Analysis (“FRFA”), pursuant to the 
requirements of the Regulatory 
Flexibility Act,®® regarding the Rule. 
The FRFA indicates that Rule 15c2-6 
will impose some additional costs on 
certain small broker-dealers and small 
issuers. The Commission believes, 
however, that the inclusion of additional 
exclusions in the Rule as adopted 
provide small broker-dealers and small 
issuers with greater control over 
whether they will be subject to the Rule. 
With respect to the transactions that 
remain within the scope of the Rule, the 
Commission believes that the 
requirements of the Rule have been 
streamlined to bring them more into 
accord with existing industry practice, 
and that any additional costs imposed 
by the Rule are outweighed by the 
benefits of reducing fraud through more 
effective regulation of the sales 


$545 U.S.C. 78w(a)(2). 
*°5.U.S.C. 604. 
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practices of broker-dealers active in the 
market for low-priced, non- NASDAQ 
OTC securities. 

A copy of the FRFA may be obtained 
from Dan Gray, Attorney, Office of 
Chief Counsel, Division of Market 
Regulation, Securities and Exchange 
Commission, 450 Fifth Street NW., Mail 
Stop 5-1, Washington, DC 20549, (202) 
272-2848. 


VIII. List of Subjects in 17 CFR Part 240 


Reporting and recordkeeping 
requirements, Securities. 


IX. Statutory Basis and Text of 
Amendments 


The Commission hereby adopts 
§ 240.15c2-6 in chapter II of title 17 of 
the Code of Federal Regulations as 
follows: 


PART 240—GENERAL RULES AND 
REGULATIONS, SECURITIES 
EXCHANGE ACT OF 1934 


1. The authority citation for part 240 is 
amended by adding the following 
citation: 

Authority: Sec. 23, 48 Stat. 901, as amended 
(15 U.S.C. 78w) * * * § 240.15c2-6, also 
issued under secs. 3, 10, and 15, 15 U.S.C. 78c, 
78j, and 780. 


2. By adding § 240.15c2-6 as follows: 


§240.15c2-6 Sales practice requirements 
for certain low-priced securities. 

(a) As a means reasonably designed 
to prevent fraudulent, deceptive, or 
manipulative acts or practices, it shall 
be unlawful for a broker or dealer to sell 
a designated security to, or to effect the 
purchase of a designated security by, 
any person unless: 

(1) The transaction is exempt under 
paragraph (c) of this section; or 

(2) Prior to the transaction: 

(i) The broker or dealer has approved 
the person's account for transactions in 
Designated Securities in accordance 
with the procedures set forth in 
paragraph (b) of this section; and 

(ii) The broker or dealer has received 
from the person a written agreement to 
the transaction setting forth the identity 
and quantity of the Designated security 
to be purchased. 

(b) In order to approve a person’s 
account for transactions in Designated 
Securities, the broker or dealer must: 

(1) Obtain from the person 
information concerning the person’s 
financial situation, investment 
experience, and investment objectives; 

(2) Reasonably determine, based on 
the information required by paragraph 
(b)(1) of this section and any other 
information known by the broker-dealer, 
that transactions in Designated 


Securities are suitable for the person, 
and that the person (or the person's 
independent adviser in these 
transactions) has sufficient knowledge 
and experience in financial matters that 
the person (or the person’s independent 
adviser in these transactions) 
reasonably may be expected to be 
capable of evaluating the risks of 
transactions in Designated Securities; 

(3) Deliver to the person a written 
statement: 

(i) Setting forth the basis on which the 
broker or dealer made the determination 
required by paragraph (b)(2) of this 
section; 

(ii) Stating in a highlighted format that 
it is unlawful for the broker or dealer to 
effect a transaction in a Designated 
Security subject to the provisions of 
paragraph (a)(2) of this section unless 
the broker or dealer has received, prior 
to the transaction, a written agreement 
to the transaction from the person; and 

(iii) Stating in a highlighted format 
immediately preceding the customer 
signature line that: 

(A) The broker or dealer is required 
by this section to provide the person 
with the written statement; and 

(B) The person should not sign and 
return the written statement to the 
broker or dealer if it does not accurately 
reflect the person’s financial situation, 
investment experience, and investment 
objectives; and 

(4) Obtain from the person a manually 
signed and dated copy of the written 
statement required by paragraph (b)(3) 
of this section. 

(c) For the purposes of this section, 
the following shall be exempt 
transactions— 

(1) Transactions in which the price of 
the Designated Security is five dollars or 
more; provided, however, That if the 
Designated Security is a unit composed 
of one or more securities, the unit price 
divided by the number of components of 
the unit other than warrants, options, 
rights, or similar securities, must be five 
dollars or more, and any component of 
the unit that is a warrant, option, right, 
or similar securities, or a convertible 
security must have an exercise price or 
conversion price of five dollars or more. 

(2) Transactions in which the 
purchaser is an accredited investor or 
an established customer of the broker or 
dealer. 

(3) Transactions that are not 
recommended by the broker or dealer. 

(4) Transactions by a broker or dealer: 

(i) Whose commissions, commission 
equivalents, and mark-ups from 
transactions in Designated Securities 
during each of the immediately 
preceding three months, and during 
eleven or more of the preceding twelve 


35401 


months, did not exceed five percent of 
its total commissions, commission- 
equivalents, and mark-ups from 
transactions in Securities during those 
months; and 

(ii) Who has not been a market maker 
in the Designated Security that is the 
subject of the transaction in the 
immediately preceding twelve months. 

(5) Any transaction or transactions 
that, upon prior written request or upon 
its own motion, the Commission 
conditionally or unconditionally 
exempts as not encompassed within the . 
purposes of this section. 

(d) For the purposes of this section— 

(1) The term “accredited investor” 
shall have the same meaning as in 17 
CFR 230.501(a). 

(2) The term “designated security” 
shall mean any equity security other 
than a security: 

(i) Registered, or approved for 
registration upon notice of issuance, on 
a a national securities exchange that 
makes transaction report available 
pursuant to 17 CFR Part 11Aa3-1; 

(ii) Authorized, or approved for 
authorization upon notice of issuance, 
for quotation in the NASDAQ system; 

(iii) Issued by ah investment company 
registered under the Investment 
Company Act of 1940; 

(iv) That is a put option or call option 
issued by The Options Clearing 
Corporation; or 

(v) Whose issuer has net tangible 
assets in excess of $2,000,000, as 
demonstrated by financial statements 
dated less than fifteen months 
previously that the broker or dealer has 
reviewed and has a reasonable basis to 
believe are true and complete in relation 
to the date of the transaction with the 
person, and 

(A) In the event the issuer is other 
than a foreign private issuer, are the 
most recent financial statements for the 
issuer that have been audited and 
reported on by an independent public 
accountant in accordance with the 
provisions of 17 CFR 210.2-02; or 

(B) In the event the issuer is a foreign 
private issuer, are the most recent 
financial statements for the issuer that 
have been filed with the Commission; 
furnished to the Commission pursuant to 
17 CFR 240.12g3-2(b); or prepared in 
accordance with generally accepted 
accounting principles in the country of 
incorporation, audited in compliance 
with the requirements of that 
jurisdiction, and reported on by an” 
accountant duly registered and in good 
standing in accordance with the 
regulations of that jurisdication. 

(3) The term “established customer” 
shall mean any person for whom the 





/ 


broker or dealer, or a-clearing broker on 
behalf of such broker or dealer, carriers 
an account, and who in such account: 

(i) Has effected a securities 
transaction, or made a deposit of funds 
or securities, more than one year 
previously; or 

(ii) Has made three purchases: of 
designated securities that occurred on 
separate days and involved different 
issuers. 

By the Commission. 

Dated: August 22, 1989. 
Shirley E. Hollis, 
Assistant Secretary. 
[FR Doc. 89-20192 Filed 8-25-89; 8:45 am] 
BILLING CODE 8010-01-M 


DEPARTMENT OF HEALTH AND 
HUMAN SERVICES 


Social Security Administration 


20 CFR Parts 404 and 416 
RIN 0960-AA90 


Treatment of Oild-Age Survivors, and 
Disability Insurance Payments in the 
Aid to Families With Dependent 
Children Program (AFDC); Direct 
Payment to Beneficiaries Under Age 
18 


AGENCY: Social Security Administration, 
HHS. 
ACTION: Final rule. 


SUMMARY: These final rules amend 20 
CFR 404.2040 which prescribes the use 
of benefit payments by a representative 
payee. The final regulations cover our 
existing policy on the treatment of all 
title II benefits (retroactive lump-sum 
and monthly) when paid to a 
representative payee on behalf of a 
beneficiary who is a member of an Aid 
to Families with Dependent Children 
(AFDC) assistance unit. We are - 
clarifying existing policy to state that we 
do not consider it inappropriate for a 
representative payee to make the 
benefit payments available to the AFDC 
assistance unit. 

EFFECTIVE DATES: These amendments 
are effective August 28, 1989. 

FOR FURTHER INFORMATION CONTACT: 
Philip Berge, Legal Assistant, 3-B-4 
Operations Building, 6401 Security 
Boulevard, Baltimore, Maryland 21235, 
(301) 965-1769. 

SUPPLEMENTARY INFORMATION: On 
August 22, 1988, we published proposed 
rules intended to provide a needed 
clarification of our policy concerning the 
treatment of all title Hl benefits 
(retroactive lump-sum and monthly) 
when paid to a representative payee on 


behalf of a beneficiary who is a member 
of an AFDC assistance unit by stating 
that we do not consider it inappropriate 
for a representative payee to make the 
benefit payments available to the AFDC 
assistance unit (53 FR 31886-31888). We 
received one comment on the proposed 
rules. This comment was from a State 
agency and agreed with the proposed 
rules. 

Section 402(a)(17) of the Social 
Security Act (the Act), which was 
amended by section 2304 of the 
Omnibus Budget Reconciliation Act of 
1981 (Pub. L. 97-35), provides that when 
a person in an AFDC assistance unit 
receives an amount of income that, 
together with other countable income in 
the month of receipt not excluded under 
section 402(a)(8) of the Act, exceeds the 
State’s standard of need, the assistance 
unit is ineligible for AFDC for a 
prescribed period of time. This period 
(in months) is determined by dividing 
the total of the lump-sum and other 
countable income received in the month 
by the State’s monthly needs standard 
applicable to the family unit. The Senate 
Committee on the Budget, in addressing 
this provision, specifically identified 
retroactive Social Security benefits as 
the kind of lump-sum payments that 
should be considered available to meet 
the ongoing needs of an AFDC family 
(Senate Rep. No. 97-139, 97th Cong,, 1st 
Sess. (1981) at p. 504, printed in (1981) 
U.S. Code Cong. and Admin. News 771.) 

Section 402(a)(38) of the Act, as 
amended by section 2640 of the Deficit 
Reduction Act of 1984 (Pub. L. 98-369), 
generally requires that parents and 
brothers and sisters of a dependent 
child who are living in the same 
household as the dependent child and 
who meet the age and deprivation 
requirements must also be included in 
the assistance unit. Thus, it is no longer 
possible, as under prior law, for a 
caretaker relative to exclude a 
potentially eligible child who is, or will 
be, receiving other income (e.g., title II 
benefits) from the AFDC assistance unit. 

AFDC interim final regulations 
published on September 10, 1984, at 49 
FR 35586 provide that income and 
resources of all the individuals required 
to be included. in the assistance unit 
must be considered in determining 
eligibility and payment for the 
assistance unit. In this connection, the 
statute specifically provides for the 


- inclusion of title II benefits, 


notwithstanding the authority for 
payment of such benefits to 
representative payees which is found in 
section 205(j). Under the AFDC policy, 
when title If benefits are paid to a 
representative payee on behalf of a 
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member of the assistance unit and the 
payee lives in the same household as the 
assistance unit, the title II benefits must 
be counted as income. When the 
representative payee does not live in the 
household, the title II benefits are 
included only to the extent that the 
payee makes them available for the 
support of the beneficiary. This is 
consistent with our permitting the 
benefits to be used for other members of 
the unit. 

Because of the above changes in the 
Act, we are revising 20 CFR 404.2040, 
which prescribes the use of benefit 
payments by a representative payee, by 
adding a paragraph to this section that 
covers our policy concerning the 
treatment of all title It benefits 
(retroactive lump-sum and monthly) 
when paid to a representative payee on 
behalf of an AFDC recipient. We are 
clarifying existing policy by stating that 
we do not consider it inappropriate for a 
representative payee to make the 
benefit payments available to the AFDC 
assistance unit. In addition, we are also 
making a technical revision to 20 CFR 
404.2045 to reflect this clarification. 

Finally, we are also revising 20 CFR 
404.2010(b)(6) and 20 CFR 416.610(b)(3) 
to provide that we will make direct 
payments to a beneficiary under age 18 
if the beneficiary is within 7 months of 
attaining age 18 and is initially filing an 
application for benefits. This proposed 
revision extends to 7 months the 4- 
month period in our current regulations 
to be consistent with the program policy 
which permits direct payment to a child 
beneficiary within 7 months of age 18 
when an initial claim is filed. This 
change is unrelated to the above- 
described provisions regarding the 
treatment of title II benefits. 


Regulatory Procedures 
Executive Order No. 12291 


The Secretary has determined that 
this is not a major rule under Executive 
Order No. 12291 because it will result in 
negligible administrative costs or 
savings. It has no affect on the amount 
of benefit payments of existing operating 
procedures under the Old-Age, 
Survivors and Disability Insurance 
program. The provision for direct 
payment to beneficiaries under age 18 
will have no cost impact. Therefore, a 
regulatory impact analysis is not 
required. 

Regulatory Flexibility Act 
_ We certify that these final regulations 
will not have a significant economic 


impact on a substantial number of small 
entities because these rules only affect 
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individuals. Therefore, a regulatory 
flexibility analysis as provided in Pub. L. 
96-354, the Regulatory Flexibility Act, is 
not required. 


Paperwork Reduction Act 


requirements requiring OMB clearance. 


(Catalog of Federal Domestic Assistance 
Nos.. 13.802: Social Security— 
Disability Insuarance; 13.803 Sociak 
Security—Retirement Insurance; 13.804 Secial 
—Survivors Insurance; 13.807 
Supplemental Security Income.) 


List of Subjects 
20 CFR Part 404 

Administrative practice and 
procedure, Death benefits, Disability 
benefits, Old-age, Survivors, Disability 
insurance. 
20 CFR Part 416 


Administrative practice and 
procedure, Aged, Blind, Disabled, Public 
assistance programs, Supplemental 
Security Income (SSI). 

Dated: Apri? 5, 1989. 

Dorcas R. Hardy, 
Commissioner of Social Security. 

Approved: August 4, 1989. 

Lovis W. Sullivan, ' 
Secretary of Health and Human Services.. 


For the reasons set out in the 
preamble, subpart U of part 404 and 
subpart F of part 416 of 20 CFR chapter 
Ill are amended as follows: 


PART 404—FEDERAL OLD-AGE, 
SURVIVORS AND DISABILITY 
INSURANCE 


1. The authority citation for subpart U 
continues to read as follows: 

Autherity: Secs. 205 (a), (j), and (k}, and 
1102 of the Social Security Act; 42 U.S.C. 405 
(a), (j), (k), and 1302. 


§ 404.2010 [Amended] 
2. Section 404.2010 is amended by 
changing “4” to “7” in paragraph (b)(6). 
3. Paragraph (a), of §404.2040 is 
revised to read as follows: 


§ 404.2040 Use of benefit payments. 

(a) Current maintenance. (1} We will 
consider that payments we certify to a 
representative payee have been used for 
the use and benefit of the beneficiary if 
they are used for the beneficiary's 
current maintenance. Current 
maintenance includes cost incurred in. 
obtaining food, shelter, clothing, medical 
care, and personal comfort items.. 

Example: An aged beneficiary is entitled to 
a monthly Social Security benefit of $400.. Her 


son, who is her payee, disburses. her benefits. 
in the following, manner: 


Rent and utilities ........csserccsssssessreseesieeeneeneese $200 
Nin D GE diiesestasitiasiccsiaitinniiintiparcttbeniapuitgiiimns: ae 


FORE siciccnmnpessnopestiniinioorntinientmenniapanciniiontia ee) 
COTE: (OOGE) ccsscsvecsscsnsscessessscovncesoreeres wos SS 
Savings 


The above expenditures would 
represent proper disbursements or 
behalf of the beneficiary. 

(2) Notwithstanding the provisions of 
paragraph fa}{t) of this section, if a 
beneficiary is a member of an Aid to 
Families With Dependent Children 
(AFDC) assistance unit, we do not 
consider it inappropriate for a 
representative payee to make the 
benefit payments available to the AFDC: 
assistance unit. 

4. Section 404.2045 is amended by: 
revising the first sentence of paragraph 
(a) to read as follows: 


* * 


'$ 404.2045 Conservation and investment 


of benefit payments. 

(a} General. After the representative 
payee has used benefit payments 
consistent with the guidelines im this 
subpart (see § 404.2040 regarding use of 
benefits), any remaining amount shall be 


_conserved or invested om behalf of the 


beneficiary. * * * 


* * * * * 


PART 416—SUPPLEMENTAL 
SECURITY INCOME FOR THE AGED, 
BLIND, AND DISABLED 


1. The authority citation for subpart F 
continues to read as follows: 


Authority: Secs. 1102 and.1631 (a}{2), and 
(d)(1) of the Social Security Act; 42.U.S.C. 
1302 and 1383 (a)}(2Z] and (d)(1). 


§ 416.610 [Amended] 

2. Section 416.616is amended by 
changing “4” to “7” in paragraph (b}{3). 
[FR Doc. 89-20089 Filed §-25-88; 8:45 am} 
BILLING CODE 4190-11-M 


DEPARTMENT OF DEFENSE 
Office of the Secretary 

32 CFR Part 172 

[DoD Instruction 7310.1} 


Disposition of Proceeds From DoD 
Sales of Surplus Personal Property 


AGENCY: Office of the Secretary, DoD. 
ACTION: Final rule. 


BEST COPY AVAILABLE 


SUMMARY: This part issues a final rule 
on expanded instruction on the 
collection. and disposition of payments 


‘Teceived in connection. with DeD sales 


of surplus property and Administrative 
Service Act of 1949. The issuance 
includes new guidance on term bids, use 
of credit cards, and expedited return of 
negotiable instruments to losing bidders. 
It also. contains: expanded guidance on 
the form of payment required in support 
of bids and final settlement. 

EFFECTIVE DATE: July 10, 1989. 


FOR FURTHER INFORMATION CONTACT: 
Mr. Michael f. Melburn, Office of the 
Comptroller, DoD, Room 3A882, the 
Pentagon, Washington, DC 20301-1100, 
telephone {202} 697-3135. 
SUPPLEMENTARY INFORMATION: All 
comments received on the proposed rule 
were considered in the issuance of the 
final rule. 


List of Subjects in 32 CFR Part 172 
Defense contracts, Government 
property management. 
Accordingly, title 32, subchapter E, is 
amended to add part 272'to read as 
follows: 


PART 472—DISPOSITION OF 
PROCEEDS FROM DOD SALES OF 
SURPLUS PERSONAL PROPERTY 
Sec. 
172.1 
172.2 
172.3 
172.4 
172.5 
172.6 


Appendix A—Efforts and Costs Associated 
With the Disposal of Recyclable Material 


Appendix B—Disposition of Amounts. 

Collected From Successful Bidders 
Authority: 40 U.S.C. 484 and 485, 10 U.S.C. 

2577. 

§172.1 Purpose. 

This document provides revised and 
expanded instructions on the collection 
and disposition of cash and cash 
equivalents received by the DoD 
Components for the DoD sale of surplus 
personal property. 


§172.2 nee and scope.. 

This part: 

(a) Anolon to the Office of 
the Secretary: of Defense (OSD), the 
Military Departments, the Joint Chiefs of 
Staff (JCS) and the Joint Staff, the 
Unified and Specified Commands, the 
Inspector General of the Department of 
Defense (IG, DoD}, the Defense 
Agencies, and DoD Field Activities 
(hereafter referred tc clectively as 
“DoD Components’) 


Purpose 

pelt and scope: 
Secale 
Procedures. 


Information requirements. 
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(b) Applies to the proceeds resulting 
from sales made under authority of 
Public Law 152 and to the following: 

(1) Personal property governed by 
DoD 4160.21-M. 

(2) Surplus Government-owned 
personal property in the possession of 
contractors, as described in FAR 
subpart 45.6. 

(3) Recyclable material governed by 
10 U.S.C. 2577. Such materials would 
otherwise be sold as scrap or discarded 
as waste, but are capable of being 
reused after undergoing some type of 
physical or chemical processing. The 
recycling of hazardous materials or 
hazardous waste shall be accomplished 
with due recognition of the types of 
materials being processed and the 
applicable regulation governing the 
handling and disposal of such materials. 
Qualified recyclable materials do not 
include the following: 

(i) Precious metal-bearing scrap and 
those items that may be used again for 
their original purposes or functions 
without any special processing; e.g., 
used vehicles, vehicle or machine parts, 
bottles (not scrap glass), electrical 
components, and unopened containers 
of oil or solvent. 

(ii) Ships, planes, or weapons that 
must undergo demilitarization or 
mutilation before sale. 

(iii) Scrap generated from DoD 
industrial fund (IF) operations that has 
been routinely sold with the proceeds 
being used to offset customer costs. 

(iv) Bones, fats, and meat trimmings 
generated by a commissary store or 
exchange. 


$172.3 Policy. 

(a) Cash or cash equivalents in the 
prescribed amounts shall accompany 
bid deposits for a bid to be considered 
responsive. Similarly,cashorcash . 
equivalents for the total sales price shall 
be received by the DoD Components or, 
in authorized cases, by contractors 
before the transfer of physical 
possession tc the successful bidder. 

(b) Amounts collected by the DoD 
Components in connection with the sale 
of excess and surplus property shall be 
deposited promptly to the U.S. Treasury 
accounts prescribed in accordance with 
this instruction. The use of suspense 
accounts shall be minimal. If the 
account, ultimately to be credited with 
the proceeds of a sale, can be 
determined reasonably at the time funds 
are collected, the deposit shall be made 
immediately to that account. 

(c) The Secretary of each Military 
Department shall establish qualified 


recycling programs. The effort 
associated with the collecting, 


processing and selling of recyclable 
material is in aepens A to this part. 
(1) Proceeds from the sale of 
recyclable material shall be used to 
reimburse installation-level costs 
incurred in operation of the recyclable 


program. 

(2) After reimbursement of the cost 
incurred by the installation to operate 
the recycling program, installation 
commanders may use up to 50 percent of 
remaining sale proceeds for pollution 
abatement, energy conservation, and 
occupational safety and health 
activities. A project may not be carried 
out for an amount greater than 50 
percent of the amount established by 
law as the maximum amount for a minor 
construction project. 

(3) Any sale proceeds remaining after 
paragraphs (c)(1) and (2) of this section 
may be transferred to installation 
morale or welfare activities. 


§ 172.4 Responsibilities. 

The Heads of DoD Components that 
sell surplus personal property shall 
implement the procedures prescribed in 
this part for the disposition of cash and 
cash equivalents received in connection 
with such sales. 


$172.5 Procedures. 

(a) Required bid deposits. When a 
sale conducted by a DoD Component 
provides for bid deposit with 
subsequent removal, the following 
procedures shall apply: 

(1) Term bid. This type of bid deposit 
is applicable when the sale involves the 
purchase of scrap or disposable material 
that will be generated over time with 
periodic removal by the successful 
bidder. The amount of the bid deposit 
required to accompany such bids is the 
average estimated quantity of such 
material to be generated during a 3 
month period multiplied by 20 percent of 
the bid price. The calculation is 
illustrated, as follows: 

Estimated quantity of ma- 3,000 
terial to be generated 

each quarter (pounds). 

Bid price—$1.00 per pound... x $1.00 
Subtotal .......s-cssssssvserseee $3,000 
20 percent of bid price........... 20 


Amount to accompa- $600 

f ny bid. 

(2) Other than term bid. With the 
exception of term bids, payment in the 
amount of 20 percent of the bid shall 
accompany the bid. 

(b) Payment terms. When a sale 
conducted by a DoD Component 
provides for immediate pickup, the 
entire amount of the sales price shall be 
collected from the buyer at the 
conclusion of the sale. If the sale 
provides for a bid deposit, the balance 
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of the bid price shall be paid before 
removal of the property. 

(c) Form of payment—{1) Cash and 
certified checks. When a sale is 
conducted by a DoD Component, cash 
or its equivalent shall be collected for 
bid deposits and for remaining amounts 
due. Guaranteed negotiable instruments, 
such as cashiers checks, certified 
checks, travelers checks, bank drafts, or 
postal money orders are acceptable as a 
cash equivalent. 

(2) Personal checks. Personal checks 
may be accepted by a DoD Component 
only when a performance bond or a 
bank letter of credit is on hand that will 
cover the amount due. If the check is 
dishonored, amounts due shall be 
collected from the issuer of the 
performance bond or letter of credit. - 

(i) If a bidder intends to use a bond or . 
letter of credit without an accompanying 
personal check, the claim against the 
performance bond or letter of credit 
shall be made for any amounts due. 

(ii) If personal checks are used, the 
bond or letter of credit shall be returned 
intact after the applicable personal 
checks are honored, unless other 
instructions have been received from the 
bidder. 

(2) Credit cards. Approved credit 
cards may be accepted by a DoD 
Component for payment. 

(i) Before initiating any credit card 
transactions, the selling DoD 
Component shall enter into an 
agreement with a network commercial 
bank. Currently, the Treasury has 
approved the use of “Master Card” and 
“Visa” charge cards. Changes or 
additions to approved credit cards are 
announced in Comptroller of the 
Department of Defense (C, DoD) 
memoranda or in changes to the TFM. 
Except for equipment and 
communication costs, the Treasury pays 
any fees normally charged to sellers. If 
the Treasury policy of paying such 
charges is changed, any charges for the 
processing of approved credit card 
transactions shall be assessed to the 
buyer. 

(ii) If a credit card is used for the bid 
deposit and authorization is declined, 
the bid shall be rejected as 
nonresponsive and other bidders 
considered. : 

(iii) Approval for charges against 
credit cards shall be processed as 
follows: 

(A) The credit card presented shall be 
passed through the DoD installation’s 
credit card swiper. The swiper is 
connected electronically with the 
network commercial bank selected by 
the DoD Component, and keys are 
provided to enter the proposed charge 





Federal Register / Vol 54, No. 165 / Monday, August 28, 1989 / Rules and Regulations 


amount. If the charge is approved, the 
swiper will provide an approval number 
that shall be recorded on the charge slip. 

Note: A swiper is an electronic device that 
is used to capture the magentic:information 
contained on a credit card and transmit it to 
the network commercial bank for validation 
and authorization of a sale. The information 
captured normally includes the account 
number, issuing bank, date of expiration of 
the card, and any credit restrictions that may 
apply. 

(B) The bidder shall signa standard 
' credit card charge form at the sale 
contracting office. A copy of this form 
shall be returned to the card holder at 
that time. A copy of the charge slip shall 
be retained by the selling DeD activity 
as a record of the sale. On the foHowing 
business day, the installation finance 
and accounting officer or the activity 
providing accounting support shall 
submit the signed credit card forms with 
a supporting cover sheet showing the 
total charges to the network commercial 
bank. Accounting control must. be 
maintained over such in-transit deposits. 

(C) On receipt of the credit card: 
charge forms, the network commercial 
bank shall charge the bidder's credit 
card account and deposit the funds to 
the Treasury general account. The 
network commercial bank also. is 
required to forward a copy of the 
ceposit slip to the DoD ixstallation 
making the sale within 1 business day. 
On receipt of the deposit slip, the in- 
transit account shall be cleared and 
appropriate accounts credited! following 
the procedures in paragraph (d) of this 
section: 

(iv) If a contractor's bid is provided by 
message, mail, or telephone te the U.S. 
Government using a credit card instead 
of other forms of payment, the following 
information is required: 

(A) Account number. 

(B) Bidders name, as it appears on the 
credit card. 

(C) Date of expiration of the card. 

(D) Issuing bank. 


(E) Type of card. 
Any additional cost incurred by the 


Department of Defense in connection 
with the use of the charge card, such as 
telephone calls to obtain approval from 
the network bank, shall be billed! to the 
purchaser as an additive charge. 

(d) Disposition of proceeds. (1); 
Proceeds from the sale of surplus 
personal property shall be deposited by 
the collecting DoD Component promptly 
to the U.S. Treasury accounts prescribed 


in appendix B to this part. The use of 
suspense accounts. shall. be minimal. If 
the account ultimately to be credited 
with the proceeds ef a sale can be : 
determined reasonably at the time the 
funds are collected, the deposit shall be 
made immediately to that account. 

(2) See paragraph (f) of this section for 
special instructions on the processing of 
proceeds resulting from the sale of 
recyclable material. 

(e) Return of bid'deposits ta 
unsuccessful bidders. (1) Cast collected 
from unsuccessful bidders by a DoD 
Component shall be deposited to 
account X$875, “Suspense,” and a eheck 
shall be drawn on that account to 
reimburse unsuccessful bidders. 

(2) Normally, noncash bid deposits 
shall be returned to unsuccessful 


bidders by DoD Components through the 


mail. However, when a bidder has 
requested expedited return and has 
provided the nameof a carrier-and a 
charge account number, the designated 
carrier shall be called to pick up the 
deposit with the explicit condition that 
applicable carrier costs will be charged 
to the bidder’s account. 

(f) Sales of recyclable material The 
efforts associated with collection and 
processing of recyclable material are 
reflected in appendix A to this part. The 
following transactions for others {TFO) 
procedures apply: 

(1) Proceeds from the sale of 
recyclable material shall be deposited in 
F3875, “Budget Clearing Account 
(Suspense).” The deposit to F3075 shalt 
identify the fiscal station and the name 
of the installation fuse the full name and 
‘do not abbreviate) that is to receive the 
proceeds. Deposits that do not provide 
the necessary information shall be: 
referred formally to the property 
disposal cashier for the required 
information. 

(2) The Military Departnrent’s finance 
and accounting office receiving the sales 
proceeds shall mail a copy of the cash 
collection voucher to the fiscal statior 
shown on the collection voucher. This 
advance copy shall be used by the fiscal 
station to record the collection of 
proceeds to its account and shall be 
used for followup purpeses, as 
necessary. The copy received through 
the financial netwark shall be used to 
clear the undistributed collection.. These 
vouchers shall be mailed im the weekly 
TFO cycle. 

(3) The Military Department's finance 
and accounting office shalk 


(i) Report weekly transactions to the 
responsible fiscal station cited on the 
collection voucher. 

(ii) Report the collections within the 
same:month in the “Statement of 
Transactions” to the Treasury. 

(g) Contractor sales of surplus 
Government-furnished property. (1) 
DFARS § 245.610 provides overall 
direction for crediting proceeds from 
contractor conducted sales of surplus 
Government furnished property. 
Paragraph (g)(5) of this section provides 
the procedures that shall be used to 
ensure proper accounting for such 
proceeds. 

(2) The contractor making the sale 
may follow normal company policy on 
bid deposits and form of payment. 
However, any loss associated with 
dishonored payment shalli be the 
contractor’s responsibility. 

(3) The plant clearance officer (PLCO) 
is responsible for notifying the 
appropriate accounting office of the 
amounts collected by the contractor. 
The PLCO shall also notify the 
accounting office whether-sech 
collections: 

(i) Represent an increase in the dollar 
value: of the applicable contraetfs). 

fii} Were made instead of 
disbursements on the applicable 
contract(s). 

(iii) Were returned to miscellaneous 
receipt account 972651, “Sale of Scrap 
and Salvage, Materials, Defense.” 

(4) The accounting office for the 
contract is identified in the accounting 
classification code. See Do 7220.9-M, 
chapter 17 for additional information. 

(5) The accounting office shall prepare 
the source documents necessary to 
account properly for the transaction. 
The value of applicable Government 
property general-ledger-asset accounts 
shall be reduced for each alternative set 
forth in paragraph (g)(3) of this section. 
Additionally, for alternatives (addressed 
in paragraph (g)(3)(i) or (g)(3)(ii) of this 
section, an accounting entry shall be 
made to reflect the creation of 
reimbursable obligational authority and 
the use of such authority. 


§172.6 Information requirements. 


The reports cited in § § 172.5(f)(3) (i) 
and (ii) of this part are exempt from 
licensing in accordance with paragrap 
E.4g. af DoD 7750.5-M. 
BILLING! CODE 3810-01-m 








EFFORTS AND COS 
THE DISPOSAL OF 









PHYSICAL AND/OR 
CHEMICAL 
PROCESSING 


PICK UP AND 
MOVEMENT TO 
PROCESSING POINT 























COST ELEMENTS1/ 
DIRECT LABOR 

TRANSPORTATION 
INDIRECT COST 


COST ELEMENTS1/ 
CAPITAL INVESTMENT 
DIRECT LABOR 

UTILITIES 
SUPPLIES 
INDIRECT COST 






1/ The proceeds of sales of DoD-purchased materials, 
sale to "Another Federal Agency," as prescribed i: 
procedure excludes capital investment costs. Suc 
proceeds in their entirety. Therefore, amortizat 


98PSé 


-OSTS ASSOCIATED WITH 


APPENDIX A - 
)F RECYCLABLE MATERIAL 


SALE OF RECYCLABLE COLLECTION AND 
MATERIAL DISPOSITION OF SALES 
PROCEEDS 


COST ELEMENTS1/ 
DIRECT LABOR COST ELEMENTS1/ 


TRANSPORTATION DIRECT LABOR 
INDIRECT COST INDIRECT COST 





ils, labor, and assets shall be recouped on the basis of a 
>d in DoD 7220.9-M, chapter 26 (reference (h)). This 
Such costs may be paid from recyclable.material sales 
ization of capital items is not applicable. 
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DISPOSITION OF AMOUNTS COLLECTED FROM SUCCESSFUL BIDDERS 


| kaposiefon oft | 


(80%) Remaining 
Balance 


APPENDIX B - 


Type of Property 
(20%) Bid Deposit 


1. Scrap turned in by IF 
activities. 


2. Usable personal property 
purchased by and turned in by 
IF activities. 


3. Property purchased with funds 
from trust fund X8420, 
“Surcharge Collections, Sales 
of Commissary Stores." 


__F3875. On receipt 
of the entire amount 
due from the bidder, 


4. Automatic data processing 
equipment owned by the General 
Services Administration (GSA) 


__F3875, Budget 
Clearing Account 
(Suspense). 


and leased to the Department 
of Defense. 


a check shall be 
drawn on the suspense 


account and forwarded 
to the GSA at the 
following address: 


General Services 
Administration 
Office of Finance 
(WBCRC) 

Collections and 
Securities 

7th and I Streets, 
NW, Washington, D.C. 
20407. 


111080, "Military 
Assistance, Funds 
Appropriated to the 
President." 


5. Pre Military Assistance 
Program (MAP) merger (Pre 
fiscal (FY) 1982) property 
issued under the MAP and 
returned as no longer needed, 
and all MAP-funded 
administrative property 
belonging to the Security 
Assistance Offices. 
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DISPOSITION OF AMOUNTS COLLECTED FROM SUCCESSFUL BIDDERS - CONTINUED 


Type of Property 
(20%) Bid Deposit 


6. Coast Cuard property under the 
physical control of the Coast 
Guard at the time of sale. 


Property owned by __X6875, "Suspense" 
nonappropriated fund 

instrumentalities, excluding 

garbage suitable for animal 

consumption that is disposed 

of under a multiple-pickup 


contract. 


Recyclable material. __F3875 1/ 


NOTE 

1/ 10 U.S.C. 2577(reference (e)) 
limits the amounts which can be 
held in F3875 at the end of any FY 
resulting from the program to 

$2 million. Amounts in excess of 
$2 million are to be transferred 
to "Miscellaneous Receipts of the 
Treasury." This Instruction 
provides for immediate 
distribution of all sales proceeds 
received from the recyclable 
program. 


(80%) Remaining 
Balance 


__F3875. On receipt 
of the entire amount 
due from the bidder, 
a check shall be 
drawn on the suspense 
account and forwarded 
to the Coast Guard at 
the following 
address: 


Commandant 

U.S. Coast Guard 
(GFAC) 
Washington, D.C. 
20593 


__X6875. On receipt 
of the entire amount 
due from the bidder, 
a check shall be 
drawn on the suspense 
account and forwarded 
to the applicable 
instrumentality. 


__F3875.1/ On 
receipt of the entire 
amount due from the 
bidder, deposit total 
proceeds to the 
accounts designated 
by the DoD military 
installation that 
gave the material up 
for disposal. 
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DISPOSITION OF AMOUNTS COLLECTED FROM SUCCESSFUL BIDDERS - CONTINUED 


Disposition of: 


(80%) Remaining 
Balance 


Type of Property 
(20%) Bid Deposit 


9. Lost, abandoned, or unclaimed |972651, "Sale of __X6001, "Proceeds of 
privately owned personal Scrap and Salvage Sales of Lost, 
property. Materials, Abandoned or 

Defense." Unclaimed Personal 
Property." The 
owner(s) of lost, 
abandoned, or 
unclaimed property 
may claim the net 
proceeds from sale of 
that property within 
5 years of the date 
of the sale by 
providing proof of 
ownership to the 
government. After 5 
years from the date 
of the sale, any 
unclaimed net 
proceeds shall be 
transferred from 
__X6001 to general 
fund miscellaneous 
receipt account 
__ 1060, "Forfeitures 
of Unclaimed Money 
and Property." 


10. Property owned by a country Operation and __X6875. On receipt 
or international maintenance of the entire amount 
organization. appropriation of due from the bidder, 

the DoD Component a check for 80% of 
that sells the the sales price shall 
property. (This is | be drawn on the 
reimbursement for suspense account and 
selling expenses.) [forwarded to tie 
applicable foreign 
country or 
international 
organization. 


Bones, fats, and meat Stock Fund. Stock Fund. 
trimmings generated by a 
commissary store. 


12. Government furnished property 1/ 
sold by contractors. 

NOTE: 

1/ See subsection E.7. of the 

Instruction. 


BILLING CODE 3810-01-C 
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DISPOSITION OF AMOUNTS COLLECTED FROM SUCCESSFUL BIDDERS - CONTINUED 


Disposition of: 


Type of Property 


13. All other property 


Dated: August 23, 1989. 
L.M. Bynum, 
Alternate OSD Federal Register Liaison 
Officer, Department of Defense. 
[FR. Doc. 89-20198 Filed 8-25-89; 8:45 amj 
BILLING CODE 3810-01-M 


DEPARTMENT OF TRANSPORTATION 
Coast Guard 

33 CFR Part 117 

[CGD7-89-24] 


Drawbridge Operation; Atlantic 
Intracoastal Waterway, Florida 


AGENCY: Coast Guard, DOT. 
ACTION: Temporary Rule. 


summary: At the request of the Town of 
Jupiter, the Coast Guard is temporarily 
changing the regulations governing the 
Indiantown Road (SR 706) drawbridge in 
Palm Beach County by scheduling 
openings at 30 minute intervals from 7 
a.m. to 6 p.m. on weekdays. This 
temporary deviation from the 
regulations is being made in order to 
evaluate suggested changes to the 
drawbridge operation requirements due 
to increases in both navigational and 
vehicular traffic This action may 
accommodate the increasing needs of 
vehicular traffic and still provide for the 
reasonable needs of navigation. 

DATE: These temporary regulations 
become effective on July 17, 1989 and 
terminate on September 15, 1989. 
ADDRESSES: Comments should be 
mailed to Commander (oan), Seventh 
Coast Guard District, 909 SE ist Avenue, 
Miami, Florida 33131-3050. The 
comments and other materials 
referenced in this notice will be 
available for inspection and copying on 
the 4th Floor, of the Brickell Plaza 
Federal Building, 909 SE 1st Ave., 
Miami, Florida. Normal office hours are 
between 7:30 a.m. and 4 p.m., Monday 
through Friday, except holidays. 


(20%) Bid Deposit 


(80%) Remaining 
Balance 


972651 972651 


Comments also may be hand-delivered 
to this address. 

FOR FURTHER INFORMATION CONTACT: 
Mr. Walt Paskowsky (305) 536-4103. 
SUPPLEMENTARY INFORMATION: 
Interested persons are invited to 
participate in this rulemaking by 
submitting written views, comments, 
data, or arguments. Persons submitting 
comments should include their names 
and addresses, identify the bridge, and 
give reasons for concurrence with or any 
recommended change in the proposal. 
Persons desiring acknowledgement that 
their comments have been received 
should enclose a stamped, self- 
addressed postcard or envelope. 

The Commander, Seventh Coast 
Guard District, will evaluate all 
communications received, the overall 
effect of this temporary regulation 
change and determine a course of future 
action on this proposal. 


Drafting Information 


The drafters of this notice are Mr. 
Walt Paskowsky, Bridge Administration 
Specialist, project officer, and 
Lieutenant Commander D.G. Dickman, 
project attorney. 

Discussion of Temporary Regulations 

The bridge is presently opened on 
signal, except that from November 1 
through April 30 from 7 a.m. to 6 p.m. the 
draw need open only on the hour, 20 
minutes after the hour, and 40 minutes 
after the hour. This change which limits 
openings to the hour and half hour from 
7 a.m. to 6 p.m. Monday through Friday 
is intended to provide a longer interval 
between openings which may improve 
vehicle traffic flow. It is recognized that 
limiting the frequency of openings may 
increase their duration. The rule is being 
implemented on a temporary basis to 
study its effect on navigation and 
vehicular traffic. 


Economic Assessment and Certification 


These proposed regulations are 
considered to be non-major under 
Executive Order 12291 on Federal 


Regulation and nonsignificant under the 
Department of Transportation regulatory 
policies and procedures (44 FR 11034; 
February 26, 1979). 

The economic impact of this proposal 
is expected to be so minimal that a full 
regulatory evaluation is unnecessary. 
We conclude this because the rule 
exempts tugs with tows. Since the 
economic impact of this proposal is 
expected to be minimal, the Coast 
Guard certifies that, if adopted, it will 
not have a significant economic impact 
on a substantial number of small 
entities. 


List of Subjects in 33 CFR Part 117 
Bridges. 
Proposed Regulations 


In consideration of the foregoing, the 
Coast Guard proposes to amend part 117 
of title 33, Code of Federal Regulations, 
as follows: 


PART 117—[AMENDED] 


1. The authority citation for part 117 
continues to read as follows: 


Authority: 33 U.S.C. 499; 49 CFR 1.46; 33 
CFR 1.05-1(g); 33 CFR 117.43. 


2. Paragraph (q) of §117.261 is revised 
to read as follows for the period July 17, 
1989 through September 15, 1989. 
Because this is a temporary rule, this 
revision will not appear in the Code of 
Federal Regulations. 


§ 117.261 Atlantic Intracoastal Waterway, 
St. Mary’s River to Key Largo. 


* * * 7 * 


(q) The draw of the Indiantown Road 
(SR 706) bridge, mile 1006.2 at Jupiter 
shall open on signal, except that from 
November 1 through April 30 from 7 a.m. 
to 6 p.m. the draw need open only on the 
hour, 20 minutes after the hour and 40 
minutes after the hour. From July 17, 
through September 15, 1989, Monday 
through Friday except federal holidays, 
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from 7 a.m. to 6 p.m., the draw need 
open only on the hour and half hour. 
* . * * . 

Dated: August 14, 1989. 
Martin H. Daniell, 
Rear Admiral, U.S. Coast Guard, Commander, 
Seventh Coast Guard District. 
[FR Doc. 89-20148 Filed 8-25-89; 8:45 am] 
BILLING CODE 4910-14-m 


POSTAL RATE COMMISSION 
39 CFR Part 3001 
[Docket No. RM89-3; Order No. 839] 


Rules of Practice and Procedure 
Relating to Documentation of 
Statistical and Volume Evidence 


Issued: August 22, 1989. 
AGENCY: Postal Rate Commission. 
ACTION: Final rule. 


SUMMARY: The Commission amends its 
rules of practice requiring improved 
documentation of econometric studies 
offered in evidence (Rule 31(k)(2)), 
improved documentation of volume 
estimates offered in evidence by the 
Postal Service (Rule 54{j)), and periodic 
reports by the Postal Service of certain 
data relating to volumes (Rule 102(a)). 


EFFECTIVE DATE: These amendments 
shall become effective August 28, 1989. 


aporess: Correspondence relating to 
this Notice of Rulemaking should be 
sent to Charles L. Clapp, Secretary of 
the Commission, 1333 Street, NW., 
Washington DC 20268 (telephone: 202/ 
789-6840). : 
FOR FURTHER INFORMATION CONTACT: 
David F. Stover, General Counsel, 1333 
Street, NW., Washington, DC 20268 
(telephone: 202/789-6840). 
SUPPLEMENTARY INFORMATION: The 
Commission issued its First Notice in 
this docket on March 1, 1989 (54 FR 
9848-52, March 8, 1989). There we 
proposed amendments to 39 CFR 
3001.31(k)(2), which governs the 
statistical presentations of all parties to 
our proceedings, 39 CFR 3001.54({j), 
which governs the Postal Service's 
presentation of projected volumes in our 
proceedings, and 39 CFR 3001.102(b), 
which governs periodic data reporting 
requirements to the Commission. These 
proposals were prompted by a perceived 
need by the Commission and numerous 
parties for clearer and more specific 
standards for initial documentation of 
econometric studies in our proceedings, 
particularly as they are employed in the 
increasingly complex demand analyses 


submitted by the Postal Service and 
others. 

In response to comments on our First 
Notice, we issued a Second Notice of 
proposed rulemaking (54 FR 22317-24 
(May 23, 1989)) in which we significantly 
revised our proposals concerning 
documentation of econometric studies. 
In this Notice, we promulgated final 
rules concerning documentation of 
econometric studies. Our final rules 
reflect further modest revisions to 
proposed rules 31(k)(2), 54(j), and 102(a), 
in response to comments received on 
our Second Notice. 

Responding to our First Notice, 
several parties proposed amendments to 
our documentation standards governing 
various kinds of non-econometric 
evidence. Taken together they would 
involve major changes to a wide range 
of documentation standards. Thorough 
consideration of those changes would 
have delayed implementation of our 
proposals in this docket. For that reason 
we severed them from this docket in our 
Second Notice. Further action on these 
proposals is under consideration. 

e Postal Service generally approved 
of the revisions that we made to our 
proposals in our Second Notice. They 
continued to express reservations, 
however, about several proposed 
requirements. 

As modified in our Second Notice, 
proposed rule 31(k)(2)(iii)(d) requires, 
among other things, that parties provide 
reasons for rejecting alternative 
econometric models whose computed 
results influenced the choice of their 
preferred model. 54 FR 22320, 22324. It is 
the Postal Service's view that such 
statements would only occasionally be 
of interest to opposing parties, and, 
therefore, should only be required if 
opposing parties request them. Postal 
Service Comments on Second Notice at 
4-5. We do not agree that it is excessive 
to make a statement of reasons for 
rejecting alternative models mandatory. 
This requirement would apply only to 
rejected alternatives that influenced the 
selection of a perferred model. Only 
very brief statements need be given to 
comply with the rule. We believe that 
interrogatories from opposing parties 
concerning reasons for rejecting such 
alternatives would be almost inevitable, 
absent the requirement. Therefore, we 
believe that providing such statements 
at the outset will speed discovery 
without adding signficantly to the 
documentation burden. 

As modified in our Second Notice, 
proposed rule 31(k)(2)(iii)(e) requires 
that each econometric technique 
incorporated into an evidentiary 
submission either be referenced to a 
standard text or supported by a 


description and analysis that is 
sufficient for ad hoc technical 
evaluation. In its comments on our First 
Notice, the Postal Service expressed 
concern that this referencing 
requirement is too broad. In our Second 
Notice, we responded by explaining that 
it is intended to apply only to techniques 
used for fitting equations to data. We 
illustrated the scope of this requirement 
as applied to demand studies with 
citations to Appendix H of our Opinion 
in Docket No. R87-1. 54 FR 22319. 

Commenting on our Second Notice, 
the Postal Service agrees that, with this 
guidance, the referencing requirement is 
manageable with respect to demand 
analysis. It maintains, nevetheless, that 
the requirement remains unmanageably 
broad as applied to other areas where 
econometric techniques are used. It 
warns that it will be difficult for a party 
submitting other forms of econometric 
evidence to recognize where a reference 
is required. It recommends that a 
reference not be required unless 
requested, to prevent disputes over 
whether the submitting party complied 
with the rule. Postal Service Comments 
on Second Notice at 3. We believe that 
it is best to keep the referencing 
requirement in mandatory form to avoid 
the delay that would otherwise occur. 
We are confident that techniques for 
fitting equations to data will not be 
substantially more numerous or more 
difficult for a submitting party to 
recognize in costing analyses that they 
are in demand studies. Presiding 
Officers will, however, be encouraged to 
apply a rule of reason to complaints of 
noncompliance, and cut motion practice 
short where an omitted reference is 
promptly provided. 

Proposed rules 54(j)(5){ii) and (iii) 
require that the Postal Service's before- 
and after-rates volume forecast extend 
four quarters beyond the test year. The 
Postal Service continues to oppose this 
requirement. 

In our Second Notice we expressed 
our conviction that how a predictive 
model behaves if it is incrementally 
extended beyond the test year has a 
bearing on the reasonableness of the 
test-year prediction. The extra four 
quarters should make implausible 
dynamic behavior affecting the test year 
more readily apparent. 54 FR 22321. 
Econometric models with lagged 
variables and other time-dependent 
features, such as those of Postal Service 
witness Tolley, may have unsuspected 
dynamic properties. Extending the 
forecasts enhances our prospects of 
recognizing explosive growth, unstable 
oscillations and implausible reversals of 
direction that may be implied by the 
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dynamic characteristics of an 
econometric model. These properties 
may not be apparent from forecasts for 
the close-in period, especially where 
price has transition effects. Requiring 
forecasts for an additional four quarters 
will enhance our ability to identify any 
such properties, free of transition 
effects. 

The Postal Service questions whether 
its underestimation of Bulk Rate Regular 
Volumes in Docket No. R841 provides 
an appropriate illustration of the 
potential usefulness of this requirement. 
It argues that we were able to identify . 
this underestimation because forecasted 
interim volumes could be compared with 
historical volumes while that docket 
was still pending. It points out that this 
would not be possible with post test- 
year forecasts. It also argues that it was 
able to identify anomalous forecasting 
properties of Dr. Hausman’s 
econometric model for Bulk Rate 
Regular mail in Docket No. R87~1 by 
careful scrutiny of the model structure, 
without the aid of any post test-year 
forecasts based upon his model. Postal 
Service Comments on Second Notice at 
6. 

We grant that being able to compare 
predicted with historical results, as well 
as careful inspection of an econometric 
model, can be helpful in identifying 
anomalous forecast volume trends 
affecting the test year. Conceding this, 
however, does not detract from the fact 
that it would have been easier to 
identify both the unreasonable test year 
trends forecast by witness Tolley, and 
those implied by witness Hausman’s 
model, if they had provided forecasts for 
several adjecent post test-year quarters. 

The Postal Service argues that post 
test-year forecasts would shed no light 
on its test year forecasts, because if a 
mechanical extrapolation from its 
demand model were to yield an 
unreasonable post test-year forecast, its 
witnesses would modify it through 
judgmental adjustments. Jd. This may be 
true, but, especially under our amended 
documentation standards, both the 
unreasonable extrapolation and the 
judgmental adjustment of it would be 
readily identifiable. So documented, the 
post test-year forecast would still 
provide useful notice to the parties that 
the result warrants further investigation 
or explanation. 

The Postal Service questions our 
rationale that post test-year forecasts 
are useful because they show the results 
of the forecasting method free of 
transition affects. It contends that if we 
were in earnest about the need to 
evaluate a forecast, free of transition 
effects, our current test-year rule would 
require that the test year consist of the 


“first four quarters after new rates took 
effect.” Postal Service Comments on 
Second Notice at 7. 

Such an argument assumes that 
because we think it is useful to evaluate 
forecast results free of transition effects, 
this concern must override all others 
that have gone into the fashioning of our 
current test year rule. There are myriad 
reasons that we have not adopted such 
a test year definition, and myriad 
reasons that the Postal Service would 
doubtless object to it if we had. One is 
the fact that it would require the Postal 
Service to commit itself in advance of 
filing to a date certain for implementing 
its requested rates. Others are that it 
would ignore our need to have a fiscal- 
year test year, for accounting purposes, 
and our need to limit the range of 
allowable test years, so that they will 
not be too prospective, but will be 
reasonably representative of the period 
throughout which requested rates are 
actually in effect. See Notice of 
Proposed Rulemaking in Docket No. 
RM82-3, issued August 1, 1983 (48 FR 
35914 (August 8, 1983)) and Order No. 
529 (48 FR 50715 (November 3, 1983)). 
The usefulness of viewing forecasts free 
of transition effects must be balanced 
against these considerations. We think 
that it is much more reasonable to 
employ the modest requirements of 
proposed rules 54(j)(5) (ii) and (iii) to 
help us evaluate volume forecasts free 
of transition effects, than to rewrite our 
basic test-year rule in a manner that 
ignores its other objectives. 

In our Second Notice, we discussed 
the Consumer Advocate’s (OCA’s) 
request that we revise our proposed rule 
54(j)(5)(i) to require the Postal Service to 
document its econometric demand study 
in sufficient detail to allow parties to 
replicate it regardless of whether they 
have the exact software application that 


the Postal Service used. We said that we. 


agreed that such detail should be 
provided, but that our proposed rule 
54(j)(7)(i) already required such detail. 
54 FR 22325. Clarification of these 
remarks is in order. 

Proposed rule 54(j)(7)(i) requires the 
Postal Service to provide all “input files 
and programs needed to replicate” its 
econometric demand study. Our remarks 
in our Second Notice characterized 
proposed rule 54(j)(7)(i) as being more 
prescriptive than it actually is. It does 
not prescribe that the Postal Service 
provide documentation in so much 
detail that any party with standard 
software can replicate its demand study. 
It requires that computer materials 
sufficient to replicate the study be 
provided. This should be read to mean 
sufficient under the circumstances. The 
most relevant circumstances would 
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ordinarily be the degree of detailed 
documentation that the Postal Service 
has included with its demand study. 
Under the rule, the Postal Service may 
provide any combination of computer 
materials and documentation of its 
model that is sufficient to allow parties 
of reasonable skill and expertise to 
replicate its model. 

If, for example, the Postal Service has 
used non-standard software programs to 
develop its demand study, it may satisfy 
the rule either by providing those non- 
standard programs (and the 
documentation necessary to run them), 
or by providing documentation of its 
method that is thorough enough to allow 
parties to replicate its demand study 
without those non-standard programs. 
Of course, custom-written software must 
always be provided and documented 
under rule 31(k)(3). For purposes of rule 
54(j)(7)(i), we will assume that parties 
have access to and sufficient skill to 
implement any standard statistical 
software packages in general 
commercial use. We will not, however, 
assume that parties have independently 
acquired access to, or the skill to use, 
unusual software capability not in 
general commercial use that the Postal 
Service might have employed to develop 
its demand model. 

In our Second Notice, we revised the 
ongoing reporting requirements that we 
originally proposed for volume-related 
data. That revision took the form of 
proposed rule 102(a)(10), which would 
require that the Postal Service annually 
provide billing determinants from which 
price indices can be calculated. 54 FR 
22322, 22324. The Postal Service has 
expressed its concern that current 
billing determinants for Express Mail, 
Priority Mail, and parcel post have 
commercial value that would cause 
competitive harm if regularly disclosed. 
It notes that in our recent Express Mail 
rulemaking, Docket No. RM88-2 (54 FR 
25132, 25136-37 (June 13, 1989)), we 
acknowledged the commercial 
sensitivity of billing determinants for 
Express Mail by allowing it to file them 
one year late. 

The Postal Service assumes that the 
one-year lag allowed there is one year 
from the time that non-competitive 
billing determinants are filed. See its 
proposed revised language for rule 
102(a)}(10) in footnote 1, at page 3 of its 
comments on our Second Notice. Our 
Express Mail rulemaking, however, 
allows the Postal Service to delay filing 
billing determinants up to one year from 
the time that the events occur. 
Nevertheless, we will revise our 
proposed rule 102(a)(10) to allow the 
Postal Service to file billing 
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determinants for its competitive services 
one year later than it files them for other 
services, consistent with its proposed 
revision of the rule. For purposes of rule 
102(a)(10), regular reporting of billing 
determinants is more important than 
how current they are. Fer purposes of 
the proposed rules for expedited 
Express Mail hearings, it is more 
important to have current billing 
determinants. 

In our Second Notice we added to our 
proposed rule 54(j}(6)({i) a requirement 
that the Postal Service present 
representative step-by-step derivations 
of its volume forecast from its 
econometric demand study for two 
major mail classes, and present any 
methodological departures from those 
representative derivations for remaining 
classes and subclasses. We did sc in 
response to the OCA’s suggestion that 
detailed derivations be presented for all 
classes and subclasses. See 54 FR 22319. 
The OCA asks us to reconsider our 
partial acceptance of his proposal. He 
argues that to present detailed 
derivations for all classes and 
subclasses would be very helpful and 
could be presented in only a few 
additional workpaper pages. As an 
illustration, he asserts that in Docket 
No. R87-1, such derivations for the three 
First-Class letter rate groups and the 
three third-class regular rate groups 
were presented in only two pages of 
Table 26 of Postal Service witness 
Toliey’s Workpaper H. OCA Comments 
on Second Notice at 4. 

It appears to us, however, that Table 
26 omits some intermediate steps in the 
derivations of the forecasts for these 
mail categories. We remain concerned 
that to require step-by-step derivations 
for all classes and subclasses would 
require more documentation than is 
practical. We do agree with OCA, 
however, that additional documentation 
for the remaining classes and subclasses 
would be helpful. We are therefore 
adding to our final rule 54(j)(6)(i) a 
requirement that the Postal Service 
provide, at a minimum, summaries of 
derivations for remaining classes and 
subclasses of mail. Presentations at the 
level of detail comparable to witness 
Tolley’s Table 26, referenced above, will 
be sufficient to satisfy the rule. 

Responding to our First Notice, the 
OCA urged us to revise our proposed 
rule 31(k)(2)(iii)(h) to require that the 
party submitting an econometric model 
provide statistical tests of hypotheses 
concerning the functional form of the 
model, and the model’s parameter 
constraints. In our Second Notice, we 
declined this suggestion, observing that 
functional forms are usually received 


hypotheses not capable of an 
econometric test. 54 FR 22323. 

Commenting on our Second Notice, 
the OCA asks us to reconsider our 
rationale for declining his suggestion. He 
continues to assert that it would be 
appropriate to require hypothesis testing 
of a model’s functional form and 
parameter constraints. He quotes an 
econometrics text that, he contends, 
confirms the value of testing functional 
forms to the designer of econometric 
models. He argues that requiring such 
tests would be an important means of 
documenting the judgmental selection of 
a model's functional form and its 
parameter constraints. OCA Comments 
on Second Notice at 3. We continue to 
adhere to the view that most aspects of 
the functional form of an econometric 
model are untestable. In applied 
econometrics, the functional forms and 
the identity of the variables in the model 
are regarded as received hypotheses. 
Testing is restricted to hypotheses about 
parameter values, the distribution of the 
errors, and other computed statistics. 
We are unaware of any generally- 
accepted statistical test of, for example, 
the log-log functional form that has been 
incorporated repeatedly in the 
submissions of the Postal Service and 
other parties in our rate proceedings. 
The passage from the text by Judge, et 
al., that the OCA quotes at page 3 of his 
comments on our Second Notice, makes 
reference to Wald, likelihood ratio, 
Lagrange multiplier, and Hausman 
specification tests. None of these tests 
applies to the functional form of a 
model, as we understand them. 

We should make a fundamental point 
about the OCA’s suggestion that we 
neglected to make in our First Notice. 
He proposes that we insert in proposed 
rule 31(k)(2)(iii)(h) a partial list of 
subjects for required testing that 
includes functional forms and parameter 
constraints. Proposed rule 31(k)(2)(iii)(h) 
requires parties submitting econometric 
models to submit the results of all tests 
that they conduct, including those 
conducted for the purposes urged by the 
OCA. It was not our intent in proposing 
this rule to prescribe either the tests or 
the subjects of tests that parties must 
make. Our intent was merely to require 
full disclosure of whatever tests the 
parties undertake. In our view, the 
battery of statistical tests that is 
available to an econometrician is too 
large, and the suitability of any test is 
too dependent on the purpose for which 
it is applied, to make a rule prescribing 
the subjects for testing appropriate. For 
these reasons we decline to adopt the 
OCA's suggestion. 


In our Second Notice, we decided to 
delete rule 31(k)(2)(iii){j) from our 
proposed requirements for documenting 
econometric models. That rule would 
have required the submitting party to 
rerun its model with alterations 
suggested by others, where the 
suggested alterations were reasonably 
necessary to validate the model. The 
main use of the rule would have been to 
have sensitivity tests run to establish 
the robustness of the model. Despite its 
desirable purpose, the parties persuaded 
us that it would be difficult to 
implement, because there was likely to 
be excessive litigation over whether 
requests for alternative runs were 
reasonably necessary and 
nonburdensome. We concluded that 
with the improved documentation that 
our proposed rules would require, it 
would be more practical for opposing 
parties to make desired alternative runa 
of the model themselves. 54 FR 22320-21. 
With this reasoning we declined the 
suggestion of the Federal Trade 
Commission’s Bureau of Economics 
(Bureau) that we require parties to 
submit unspecified sensitivity tests 
along with their models. We did, 
however, invite further discussion of 
specific suggestions as to how 
sensitivity tests might be required. 

The Bureau responded by suggesting 
that we require parties to submit three 
kinds of sensitivity tests that it asserted 
“were frequently part of standard 
econometric practice and should not be 
too costly to perform,” i.e., deletion of 
variables, partitioning of data, and 
changing the form of variables. Bureau 
Comments of Second Notice at 6. 

Even though these particular 
sensitivity tests are about as close as 
one might come to identifying standard 
tests, we are not confident that even 
they will be the best tests, or even 
meaningful tests, in all cases. We must 
concede that universally appropriate 
sensitivity tests cannot be identified in 
advance, considering the wide variety of 
models that might be submitted, and the 
wide variety of uses for which they 
might be submitted. Accordingly, we 
have decided not to adopt the Bureau’s 
suggestion that we prescribe sensitivity 
tests in our rules. 

In response to our First Notice, the 
Bureau suggested that we require the 
Postal Service to submit econometric 
analyses of the reliability of previous 
Postal Service models in predicting 
demand, and the reliability of its current 
model in predicting past changes in 
demand, using historical data. We 
indicated in our Second Notice that we 
agreed, in principle, that a track record 
is one of the best ways of assessing the 
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reliability of a forecasting model, 
especially where judgmental “add 
factors” are a major component. But we 
expressed our skepticism that the Postal 
Service’s models lend themselves to 
meaningful track record analysis, since, 
to the best of our knowledge, they are 
significantly revised each time they are 
implemented, and their implementations 
are few and intermittent. We 
nevertheless invited comment on more 
specifically framed proposals to require 
such analysis. 54 FR 22321-32. 

In its response, the Bureau argues that 
a track record compiled from the Postal 
Service's models would still be 
meaningful despite the discontinuous 
implementation of those models. It 
reiterates its recommendation that the 
current model's specifications be 
applied to the circumstances of past 
implementations of the model, and that 
past models’ specifications be applied to 
current circumstances. It asserts that 
such analysis would help us identify 
persistent biases, the effects of changes 
in specifications, which explanatory 
variables have been the most powerful 
predictors, and how accurate the Postal 
Service's forecasts have become over 
time. Bureau Comments on Second 
Notice at 7-8. 

Up to now, the Postal Service has 
judgmentally adjusted the forecasts 
implied by its demand models so 
substantially that few generalizations 
about its underlying demand models — 
could be drawn from a comparison of its 
adjusted forecasts. The Bureau, by 
contending that the exercises it 
recommends would provide meaningful 
comparisons of one model's forecasting 
properties with another, must have in 
mind comparing mechanically 
extrapolated forecasts from the various 
underlying demand models that the 
Postal Service has employed in past rate 
proceedings, rather than its 
judgmentally adjusted forecasts. It 
appears to us that even comparing 
unadjusted forecasts would be relatively 
uninformative. The disparity between 
the Postal Service’s unadjusted results 
and known historical values is likely to 
be so large that meaningful 
generalizations as to their cause would 
be difficult to draw. Even is the Postal 
Service, in future proceedings, were to 
switch to forecasting methods that did 
not depend heavily on judgmental 
adjustments of the results of its 
econometrics, a number of rate cycles 
would be necessary before a meaningful 
track record could be compiled. For 
these reasons, we conclude that, at least 
in the near future, a rule making it 
mandatory for the Postal Service to 


present a track record analysis would 
not be productive. 

Impact of changes. Pursuant to 
Executive Order 12291, the Commission 
finds that these amendments to our rules 
do not, individually or collectively, 
constitute a “major rule.” They affect 
only rules of practice governing hearing 
procedures. Their economic impact will 
be negligible, including their impact on 
the costs or prices for consumers, 
individual industries, federal, state, or 
local government, agencies, or 
geographic regions. Additionally, these 
rule changes will have no measurable 
effect on competition, employment, 
investment, productivity, innovation, or 
on the employment, investment, 
productivity, innovation, or on the 
ability of United States enterprises to 
compete with foreign-based enterprises 
in domestic or export markets. 

The above analysis that these rule 
changes do not constitute a major rule 
applies, as well, to the Regulatory 
Flexibility Act. 

These rule changes do not contain 
policies with Federalism implications, 
and therefore do not warrant 
preparation of a Federalism assessment 
under E.O. 12612. 


List of Subjects in 35 CFR Part 3001 


Administrative practice and 
procedure, Postal Service. 


Therefore, in consideration of the 
foregoing, part 3001, title 39, Code of 
Federal Regulations is amended as 
follows: 


PART 3001—RULES OF PRACTICE 
AND PROCEDURE 


1. The authority citation for 39 CFR 
Part 3001 continues to read as follows: 

Authority: 39 U.S.C. 404(b), 3603, 3622-24, 
3661, 3662, 84 Stat. 759-62,764, 90 Stat. 1303; (5 
U.S.C. 553), 80 Stat. 383. 

2. In § 3001.31, the introductory text of 
paragraph (k)(2) and paragraphs 
(k)(2)(ii), (k)(2)(iii), and (k)(2)(iv) are 


revised to read as follows: 
§ 3001.31 [Amended] 


* * * * * 


** ft 


(2) Statistical studies. All statistical 
studies offered in evidence in hearing 
proceedings or relied upon as support 
for other evidence shall include a 
comprehensive description of the 
assumptions made, the study plan 
utilized and the procedures undertaken. 
Where a computer analysis is employed 
to obtain the result of a statistical study, 
all of the submissions required b 
§ 3001.31(k)(3) shall be furnished, upon 
request. In addition, for each of the 
following types of statistical studies, the 
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indicated information should be 
furnished: 

(ii) Experimental analyses. (a) A 
complete description of the 
experimental design, including a 
specification of the controlled 
conditions and how the controls were 
realized; 

(b) A complete description of the 
methods of making observations and the 
adjustments, if any, to observed data. 

(iii) Econometric Studies. (a) A 
presentation of the economic theory 
underlying the study; 

(b) A complete description of the 
econometric model{s) and the reasons 
for each major assumption and 
specification; 

(c) The definition of the variables 
selected and the justification for their 
selection; 

(d) For any alternative model whose 
computed econometric results 
influenced the choice of the preferred 
model, a statement of the reasons for 
rejecting that alternative, an 
identification of any differences 
between that alternative and the 
preferred model with respect to variable 
definitions, equation forms, data, or 
estimation methods, and, upon request, 
the computed econometric results for 
that alternative; 

(e) A reference to a detailed 
description in a text, manual, or 
technical journal for every econometric 
technique used in the estimation process 
and the reasons for selecting the 
technique, or, in the alternative, a 
description and analysis of the 
technique that is sufficient for a 
technical evaluation; 

(f) Summary descriptions and source 
citations for all input data and, upon 
request, a complete listing of the data. 
Complete descriptions of any alterations 
or transformations made to the data as 
received from the original sources, and 
the reasons for making the alterations; 

(g) A complete report of the 
econometric results including, where 
applicable: 

(2) coefficient estimates 

(2) standard errors and t-values, 

(3) goodness-of-fit statistics, 

(4) other appropriate test statistics, 

(5) the variance/covariance matrix of 
the estimates, 

(6) computed residuals for results 
computed from samples composed of 
fewer than 250 observations, and, upon 
request, other computed residuals; 

(A) Descriptions of all statistical tests 
of hypotheses and the results of such 
tests; 
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(iv) All other studies involving 
statistical methodology. (a) The formula 
used for statistical estimates; 

(b) The standard errors of each 
component estimated; 

(c) Test statistics and the description 
of statistical tests and all related 
computations, and final results; and 

(d) Summary descriptions of input 
data, and upon request the actual input 
data shall be made available at the 
offices of the Commission. 

3. In § 3001.54, paragraphs (j)(5), (j)(6), 
and (j)(7) are revised to read as follows: 


§ 3001.54 [Amended] 


(5) Subject to paragraph (a)(2) of this 
section, there shall be furnished in every 
formal request, for each class and 
subclass of mail and postal service, the 
following: 

(i) An econometric demand study 
relating postal volumes to their 
economic and noneconomic 
determinants including postal rates, 
discounts and fees, personal income, 
business conditions, competitive and 
complementary postal services, 
competitive and complementary 
nonpostal activities, population, trend, 
seasonal patterns and other factors. 

(ii) The actual or estimated volume of 
mail at the prefiled rates for each postal 
quarter beginning with the first quarter 
of the most recent complete fiscal year 
and ending one year beyond the last 
quarter of the future fiscal year. 

(iii) The estimated volume of mail 
assuming the effectiveness of the 
suggested rates for each postal quarter 
beginning with the quarter in which the 
rates are assumed to become effective 
and ending one year beyond the last 
quarter of the future fiscal year. 

(6) The estimated volumes and 
revenues referred to in paragraphs (j)(2), 
(j)(3) and (j)(5) of this section shall be 
derived from the econometric demand 
study referred to in paragraph (j)(5)(i) of 
this section. Any departure from the 
assumptions and specifications in the 
demand study made in estimating 
volumes of any class or subclass of mail 
shall be explained. 

(i) Subject to paragraph (a)(2) of this 
section, there shall be furnished in every 
formal request a detailed explanation of 
the methodology employed to forecast 
volumes for each class and subclass of 
mail and postal service. Representative 
derivations of these forecasts from the 
econometric demand study shall be 
presented in detail for two major mail 
classes, showing each intermediate 
value or factor employed. For remaining 
classes and subclasses of mail, such 


derivations may be summarized, except 
where their derivations depart from the 
representative methods presented. 

(ii) Subject-to paragraph (a)(2) of this 
section, there shall be furnished in every 
formal request a detailed explanation of 
the methodology employed to forecast 
changes in revenues for each class and 
subclass of mail and postal service 
resulting from changes in rates and fees. 

(iii) Subject to paragraph (a)(2) of this 
section, there shall be furnished in every 
formal request a computer 
implementation of the methodology 
employed to forecast volumes and 
revenues for each class and subclass of 
mail and postal service. 

(iv) The computer implementation 
described in paragraph (j)(6)(iii) of this 
section shall be able to compute 
forecasts of volumes and revenues 
compatible with those referred to in 
paragraphs (j)(2), (j)(3), and (j)(5) of this 
section for: 

(a) Any set of rates and fees within a 
reasonable range of the prefiled and 
suggested rates, 

(b) any date of implementation within 
the range spanned by the assumed date 
and the start of the future fiscal year, 

(c) alternative forecasts of the 
economic determinants of postal 
volumes other than postal rates and 
fees, and 

(d) alternative values of any 
parameters with assigned values that 
are based upon unverifiable judgments. 

(v) The computer implementation 
described in paragraph (j)(6)(iii) of this 
section shall comply with 
§ 3001.31(k)(3). 

(7) Subject to paragraph (a)(2) of this 
section, there shall be made available at 
the offices of the Commission with every 
formal request, in a form that can be 
read directly by a standard digital 
computer, the following: 

(i) All of the input files and programs 
needed to replicate the econometric 
demand study referred to in paragraph 
(j)(5)(i) of this section; 

(ii) Any input files and programs 
employed to derive a price index for any 
class or subclass of mail or postal 
service from postal rates, discounts and 
fees; 

(iii) Any input files and programs used 
to prepare data for use in the 
econometric demand study referred to in 
paragraph (j)(5)(i) of this section. 


4. § 3001.102 is amended by adding a 
new paragraph (a)(10) to read as 
follows: 

§ 3001.102 [Amended] 


* * * * ~ 


(a) * ** 


(10) Billing determinants, at the level 
of detail employed in the most recent 
formal request for.a change in rates or 
fees, except that the filing of billing 
determinant information for Express 
Mail, Priority Mail, and parcel post 
pursuant to this section may be delayed 
for up to one year. 

By the Commission. 

Charles L. Clapp, 

Secretary. 

[FR Doc. 89-20095 Filed 8-25-89; 8:45 am] 
BILLING CODE 7710-FW-M 


EE A TS LL TE ET CS 


ENVIRONMENTAL PROTECTION 
AGENCY 


40 CFR Part 704 
[OPTS-82033; FRL-3636-5] 


Comprehensive Assessment 
information Rule; Correction 


AGENCY: Environmental Protection 
Agency (EPA). 
ACTION: Final rule; correction. 


SUMMARY: This document corrects a 
typographical error that appeared in the 
Comprehensive Assessment Information 
Rule that was published in the Federal 
Register of July 19, 1989. 


EFFECTIVE DATE: This document is 
effective August 28, 1989. 


FOR FURTHER INFORMATION CONTACT: 
Michael M. Stahl, Director, 
Environmental Assistance Office (TS- 
799), Office of Toxic Substances, 
Environmental Protection Agency, Room 
E-545, 401 M Street SW., Washington, 
DC 20460, Telephone: (202) 554-1404, 
TDD: (202) 554~0551. 
SUPPLEMENTARY INFORMATION: In the 
Federal Register of July 19, 1989 (54 FR 
30211), EPA solicited comments from the 
public on certain issues concerning the 
Toxic Substances Control Act section 
8(a) Comprehensive Assessment 
Information Rule (CAIR). On page 30212, 
column one, the eighteenth line of the 
third full paragraph, the production 
volume was incorrectly listed as 10,000 
pounds; the correct number is 1,100. 
Dated: August 11, 1989. 
Frank D. Kover, 
Chief, Chemical Screening Branch, Office of 
Toxic Substances. 
[FR Doc. 89-20205 Filed 8-25-89; 8:45 am] 
BILLING CODE 6560-50-M 
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GENERAL SERVICES 
ADMINISTRATION 


41 CFR Part 201-19 

[FIRMA Amdt. 16) 

RIN 3090 AD 22 

Information Resources Management 
Reviews 


AGENCY: Information Resources 
Management Services, GSA. 


ACTION: Final rule. 


SUMMARY: The purpose of this rule is to 


codify relevant information regarding 
the Federal Information Resources 
Management (IRM) Review Program 
previously delineated in Federa 
Information Resources Management 
Regulation (FIRMR) Temporary 
Regulation (TR) 10 and supplements to 
TR 10. Guidance and general 
information regarding this program have 
been removed from regulatory coverage 
and are now located in the newly 
developed FIRMR Bulletin 59, Federal 
Information Resources Management 
Review Program. This rule incorporates 
comments received in response to 
requests for comments on FR 10 and 
supplements to TR 10. This rule also 
consolidates and strengthens reporti 
requirements for the Federal IRM 
Review Program. Changes to the 
reporting requirements will allow the 
General Services. Administration (GSA) 
to provide current and complete 
information on the impact and benefits 
of IRM reviews for all agencies in the 
annual report to Congress required by 
the Paperwork Reduction Act Act of 1 1980, as 
amended. 

The Federal IRM Review Program was 
initiated in fiscal year 1986, and all 76 
executive agencies have now formally 
entered into the program. GSA’s first 
Consolidated Final Report covering the 
fiscal year 1986 through 1988 review 
cycle was forwarded to the Office of 
Management and Budget (OMB) on 
March 2, 1989. A recent GSA review of 
the Federal IRM Review Program 
indicated that Federal agencies 
generally have succeeded in 
establishing effective review programs 
within their IRM The 
success of the program to date has led 
GSA to conclude that it is appropriate to 
streamline and consolidate agency 
reporting requirements. Agencies will 
now be required to submit an Annual 
Executive Summary that also contains 
synopses of IRM reviews conducted 
during the previous year. This summary 
report, as described in FIRMR Bulletin 
59, shall include: An overview of the 
previous year’s effort; an evaluation of 


IRM review objectives; a summary of 
benefits realized the IRM 
Review Program; a status of compliance 
with section 3506 of the Paperwork 
Reduction Act, as amended; and a 
description of planned review activities 
for the coming year. 

This simplification of reporting 
requirements should not affect the 
substance or functioning of agency 
review programs. Departments and 
agencies have indicated the changes 
will allow them to focus on. the reviews 
and their results instead of on a complex 
reporting cycle. 

EFFECTIVE DATE: August 28, 1989. 

FOR FURTHER INFORMATION CONTACT: 
R. Stewart Randall, Regulations Branch, 
Office of Information Resources 
Management Policy, telephone (202) 
566-0194 or FTS, 566-0194. 
SUPPLEMENTARY INFORMATION: (1) 
Reserved part 20-19 is activated under 
the title, Review and Evaluation. It 
contains policies and procedures 
pertaining to the Federal Information 
Resources Management Review 
Program. 

(2] FIRMR Temporary Regulation 10 is 
canceled. 

(3) The General Services 
Administration has determined that this 
rule is not a major rule for the purposes 
of Executive Order 12291 of February 17, 
1981. GSA decisions are based on 
adequate information concerning the 
need for, and the consequences of, the 
rule. This rule is written to ensure 
maximum benefits to Federal agencies. 
This is a Governmentwide regulation 
that will have little or no net cost effect 
on society. It is therefore certified that 
this rule will not have a significant 
impact on a substantial number of small 
entities under the Regulatory Flexibility 
Act (5 U.S.C. 601 et seq.], 


List of Subjects in 41 CFR Part 201-19 


Government information resources 
activities, Government procurement, 


' Information resources management 


reviews. 

For the reasons set forth in the- 
preamble, 41 CFR part 201-19 is added 
to chapter 200, subchapter C to read as 
follows: 


PART 201-19—REVIEW AND 
EVALUATION 


Sec. 
201-19.000 Scope of part. 


Subpart 261-19.1—Federal Information 
Resources Management Review Program 
201-19.100 Scope of subpart. 

201-19.101 General. 

201-19.102 Policies. 

201-19.103 Procedures. 
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Authority: Sec. 205{c), 63 Stat..390; 40 
U.S.C. 486{c}) and Sec. 101(f),. 100 Stat. 1783- 
345, 40 U.S.C. 751(f}. 


§201-19.000 Scope of part. 

This part prescribes policies and 
procedures for agency conducted 
evaluation programs to help agencies 
ensure that the acquisition, 
management, collection, maintenance, 
use, and dissemination of Federal 
information processing and related 
resources are consistent with applicable 
laws and regulations. 


Subpart 201-19.1—Federal Information 
Resources Management Review 
Program 


§201-19.100 Scope of subpart. 

This subpart prescribes policies and 
procedures for the Federal Information 
Resources Management (IRM} Review 
Program as it relates to the management 
and use of information and to the 
acquisition, management and use of 
Federal information processing and 
related resources. 


§201-19.101 General. 

(a) Section 3513 of Title 44 of the 
United States Code (The Paperwork 
Reduction Act of 1980, Pub. L. 96-511) 
requires the Administrator of General 
Services to assist the Director of the 
Office of Management and Budget 
(OMB) in reviewing, at least once every 
three years, the information 
management activities of each executive 
agency. GSA is the focal agency for 
collecting, assessing and reporting on 
IRM review results to OMB. GSA has 
additional review and oversight 
responsibilities under the Federal 
Property and Administrative Services 
Act and the National Archives and 
Records Administration Act. 

(b) The principal objectives of the 
Federal IRM Review Program are to: 

(1) Determine if each agency is 
carrying out its information management 
activities in an efficient, effective, and 
economical manner in support of 
program missions and objectives. 

(2) Determine how well each agency is 
complying with established IRM 
policies, ee principles, 
standards, and guidelines. 

(3} Determine whether each agency is. 
complying with the responsibilities 
assigned by The Paperwork Reduction 
Act of 1980, as amended (44 U.S.C. 
3506). 

(c} The following GSA-issued 
documents provide additional guidance 
related to this subpart: 

(1) Federal Information Resources 
Management Review Program—An 
Executive Guide. 
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(2) IRM Review Handbook. 
(3) FIRMR Bulletin series. 


§201-19.102 Policies. 

(a) Each executive agency shall 
establish an IRM review capability 
commensurate with the scope and 
complexity of the agency program 
objectives and missions. 

(b) The agency head, in coordination 
with the agency's Designated Senior 
Official (DSO) for IRM, shall delegate 
IRM review authorities and 
responsibilities within the agency 
consistent with the Paperwork 
Reduction Act and this regulation. 
Specifically, the agency head shall 
ensure that the agency’s review 
organization: 

(1) Has authority to review programs, 
functions, and activities within the 
objectives and scope of IRM. 

(2) Is responsive to established 
Governmentwide and agency-specific 
priorities. 


(3) Is responsible for meeting the 
reporting requirements of the Federal 
IRM Review Program. 


§201-19.103 Procedures. 


(a) Each agency shall develop for its 
own use an IRM review plan which 
addresses, at a minimum, review 
priorities, objectives, compliance with 
section 3506 of the Paperwork Reduction 
Act, and planned reviews for the coming 
year. Each agency shall submit a report 
entitled “Annual Executive Summary”, 
to GSA by November 1 in accordance 
with procedures established in the 
FIRMR Bulletin series. In the report, 
each agency shall provide an overview 
of the agency reviews conducted during 
the previous year; evaluate how well the 
reviews met overall agency review 
objectives; assess the benefits of the 
review effort to the agency; demonstrate 
how the agency is complying with 
Federal agency responsibilities of 
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section 3506 of the Paperwork Reduction 
Act, as amended; describe planned 
review activities for the coming year; 
and synopsize each of the previous 
year’s IRM reviews. This report has 
been cleared in accordance with FIRMR 
201-45.6 and assigned Interagency 
Report Control Number 0326-GSA-AN. 


(b) GSA may periodically conduct 
separate reviews of agencies’ IRM 
activities to complement and 
supplement agency efforts. Prior to a 
GSA-conducted review, the designated 
senior official will be informed of its 
scope and the manner in which it will be 
conducted. 


Dated: July 10, 1989. 
Richard G. Austin, 
Acting Administrator of General Services. 
[FR Doc. 89-20213 Filed 8-25-89; 8:45 am] 
BILLING CODE 6820-25-M 





Proposed Rules 


DEPARTMENT OF AGRICULTURE 
Agricultural Marketing Service 
7 CFR Part 1137 


[DA-89-035] 


EAlik In the Eastern Colorado Marketing 
Area; Proposed Suspension of Certain 
Provisions of the Order 


AGENCY: Agricultural Marketing Service, 
USDA. 


ACTION: Proposed suspension of rule. 


SUMMARY: This notice invites written 
comments on a proposal to suspend for 
the months of September 1989 through 
February 1990 portions of the Eastern 
Colorado Federal milk order. The 
provisions proposed to be suspended 
were also suspended for the same 
period during the previous three years. 
Provisions proposed to be suspended 
relate to the limit on the period of 
eutomatic pool plant status for a supply 
plant which met pool shipping standards 
during a previous September through 
February period. Also proposed to be ~ 
suspended for the same period are the 
“touch-base” and diversion limit 
requirements that each producer's milk 
be received at least three times each 
month at a pool distributing plant. 
Suspension of the provisions was 
requested by a cooperative association 
representing producers supplying the 
market in order to prevent uneconomic 
movements of milk. 


DATE: Comments are due no later than 
September 5, 1989. 


ADDRESS: Comments (two copies) 
should be filed with the USDA/AMS/ 
Dairy Division, Order Formulation 
Branch, Room 2968, South Building, P.O. 
Box 96456, Washington, DC 20090-6456. 


FOR FURTHER INFORMATION CONTACT: 
Richard A. Glandt, Marketing Specialist, 
USDA/AMS/Dairy Division, Order 
Formulation Branch, Room 2968, South 
Building, P.O. Box 96456, Washington, 
DC 20090-6456, (202) 447-4829. 


SUPPLEMENTARY INFORMATION: The 
Regulatory Flexibility Act (5 U.S.C. 601- 
612) requires the Agency to examine the 
impact of a proposed rule on small 
entities. Pursuant to 5 U.S.C. 605{b), the 
Administrator of the Agricultural 
Marketing Service has certified that this 
proposed action would not have a 
significant economic ona 
substantial number of small entities. 
Such action would lessen the regulatory 
impact of the order on certain milk 
handlers and would tend to ensure that 
dairy farmers would continue to have 
their milk priced under the order and 
thereby receive the benefits that accrue 
from such pricing. 

This proposed rule has been reviewed 
under Executive Order 12291 and 
Departmental Regulation 1512-1 and has 
been determined to be a “non-major” 
rule under the criteria contained therein. 

Notice is hereby given that, pursuant 
to the provisions of the Agricultural 
Marketing Agreement Act of 1937, as 
amended (7 U.S.C. 601-674), the 
suspension of the following provisions 
of the order regulating the handling of 
milk in the Eastern Colorado marketing 
area is being considered for the months 
of September 1989 through February 
1990: 

1. In the second sentence of 
§ 1137.7(b), the words “plant which has 
qualified as a”, and “of March through 
August”. 

2. In the first sentence of 
§ 1137.12(a)(1), the words “from whom 
at least three deliveries of milk are 
received during the month at a 
distributing pool plant”; and in the 
second sentence “30 percent in the 
months of March, April, May, June, July, 
and December and 20 percent in other 
months of,” as the word “distribution.” 

All persons who want to send written 
data, views or arguments about the 
proposed suspension should send two 
copies of them to the USDA/AMS/Dairy 
Division, Order Formulation Branch, 
Room 2968, South Building, P.O. Box 
96456, Washington, DC 20090-6456, by 
the 7th day after publication of this 
notice in the Federal Register. The 
period for filing comments is limited to 7 
days because a longer period would not 
provide the time needed to complete the 
required procedures and include 
September 1989 in the suspension 
period. 

The comments that are sent will be 
made available for public inspection in 


Federal Register 
Vol. 54, No. 165 


Monday, August 28, 1989 


the Dairy Division office during normal 
business hours (7 CFR 1.27{b)). 


Statement of Consideration 


Mid-America Dairymen, Inc. (Mid- 
Am), an association of producers that 
supplies some of the market's fluid milk 
needs and handles some of the market's 
reserve milk supplies, requested the 
suspension. For the months of 
September 1989 through February 1990, 
the suspension would remove the limit 
on the period of automatic pool plant 
status for a supply plant which met pool 
shipping standards during a previous 
September through February, and 
suspend the requirement that three 
deliveries of each producer's milk be 
received at a pool distributing plant 
each month. 

Mid-Am states that the volume of 
producer milk pooled on the Eastern 
Colorado order during the first six 
months of 1989 increased 13.3 percent 
over year-earlier levels. During the same 
period, according to the cooperative, 
producer milk used in Class I has 
increased only 0.3 percent over the 
previous year. Mid-Am states also that 
present projections indicate that there 
will be ample supplies of locally 
produced milk to meet the fluid 
requirements of Eastern Colorado 
distributing plants. 

Mid-Am observes that suspension of 
the order’s “touch-base” delivery 
requirement for each producer would 
not allow for additional milk supplies to 
be pooled, but would provide for more 
efficient disposition of producer milk not 
needed for fluid requirements of Eastern 
Colorado distributing plants. 

Without the suspension action, Mid- 
Am states that the cooperative will be 
required to ship milk from the western 
Nebraska and western Kansas area to 
Denver-area distributing plants, 
displacing locally-produced milk and 
resulting in shipments from the Denver 
area to surplus handling plants 
increasing by an identical amount. Both 
movements, according to Mid-Am, 
would represent uneconomic 
movements of milk. Without the 
requested continued suspension, the 
cooperative expects to incur substantial 
unnecessary costs for the movement of 
its milk solely for the purpose of pooling 
the milk of its members currently 
associated with the Eastern Colorado 
market. : 
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List of Subjects in 7 CFR Part 1137 
Dairy products, Milk, Milk marketing 


orders. 


The authority citation for 7 CFR part 
1137 continues to read as follows: 


Authority: Sections. 1-19, 48 Stat. 31, as 
amended; 7 U.S.C 601-674. 


Signed at Washington, DC, on August 23, 
1989, 


Kenneth C. Clayton, 

Acting Administrator. 

[FR Doc. 89-20219 Filed 8-25-89; 8:45 am] 
BILLING CODE 3410-02-M 


SMALL BUSINESS ADMINISTRATION 
13 CFR Parts 120 and 123 
RIN 3245-AB99 


Business and Disaster Loans 
AGENCY: Small Business Administration. 


ACTION: Notice of proposed rulemaking. 


SUMMARY: The Small Business 
Administration (SBA) makes financial 
assistance available to individuals and 
businesses through direct and 
guaranteed loan programs. SBA 
proposes this-rule to allow SBA to 
recover its collection costs from 
borrowers who have failed to satisfy 
their loan agreements and to assess 
additional penalties permitted by law. 
This proposed rule complies with the 
policies expressed in the Debt 
Collection Act of 1982, Public Law 97- 
365, and OMB Circular A-129. 

DATE: Comments must be submitted on 
or before September 27, 1989. 

FOR FURTHER INFORMATION CONTACT: 
Charles R. Hertzberg, Deputy Associate 
Administrator for Financial Assistance, 
1441 L St. NW., Washington, DC 20416, 
telephone (202) 653-6574. 

ADDRESSES: For comments relating to 
Part 120, Business Loans, contact 
Charles R. Hertzberg, Deputy Associate 
Administrator for Financial Assistance, 
1441 L Street, NW., Washington, DC 
20416, telephone (202) 653-6574. 

- For comments relating to part 123, 
Disaster Loans, contact Bernard Kulik, 
Deputy Associate Administrator for 
Disaster Assistance. 1441 L Street, NW., 
Washington, DC 20416, telephone (202) 
653-6879. 

SUPPLEMENTARY INFORMATION: The Debt 
Collection Act was enacted in 1982 to 
improve the:recovery of delinquent debt 
owed to the Federal Government. It 
created new collection mechanisms for 
creditor Agencies and set forth interest, 
penalties and fees to be charged 
recalcitrant debtors. SBA makes 
financial assistance available to 


individuals and businesses through 
various direct and guaranteed loan 
programs. When SBA promulgated rules 
implementing the Debt Collection Act, it 
authorized the use of the new collection 
techniques, but continued to rely on the 
Small Business Act and/or other 
preexisting authorities as a legal basis 
for the imposition of fees on delinquent 
debtors. 

SBA has now begun to rely more 
heavily on new Debt Collection Act 
techniques and is incurring costs of a 
nature and size not previously 
envisioned. For example, the Debt 
Collection Act authorizes SBA to refer 
delinquent debt to contractors for 
collection. These firms charge fees for 
their services. The Debt Collection Act 
permits such fees to be collected from 
the delinquent debtor. 

To comply with the Administration's 
initiative to standardize collection 
processes, SBA proposes the following 
amendments to its regulations covering 
the business loan program and the 
disaster loan program. Conforming 
language will be added to promissory 
notes used subsequent to the effective 
date of these regulations, and will affect 
only those loans made subsequent to the 
effective date of these regulations, and 
will affect only those loans made 
subsequent to the effective date of these 
regulations. Together, these changes will 
allow fees and collection expenses, 
including collection agency fees to be 
passed on to a delinquent borrower 
whose obligation contains the above- 
referenced note provisions. 

Initial Regulatory Flexibility Analysis 

For purposes of the Regulatory 
Flexibility Act (5 U.S.C. 605(b)), SBA 
certifies that this proposed rule, if 
promulgated in final form, will not have 
a significant impact on a substantial 
number of small entities. However, 
because the proposed rule represents a 
significant change from SBA’s long- 
established practice, the following 
analysis is presented. 

SBA’s portfolio of loans to small 
entities contains approximately 140,000 
loans of which 80 percent are paid 
current. 20,000 new loans are made each 
year. If this rule becomes final, all new 
Notes for such loans will permit SBA to 
collect fees from delinquent borrowers. 
Of approximately 28,000 loans which 
may be delinquent at any one time, most 
will not incur the costs discussed in the 
proposed regulations. Many borrowers 
will voluntarily bring their loan current 
or reschedule their debt. Others will 
obtain protection under the Bankrupcty 
code. 

SBA has not compiled statistics that 
would show the exact costs of this 


proposal on the average affected small 
entity. However, SBA now has over two 
years experience using debt collection 
contractors. Fees paid to contractors are 
the largest cost item which would be 
charged to delinquent borrowers under 
the proposed regulation. From this 
experience, SBA makes the following 
estimates. 

SBA referred fewer than 16,000 


" accounts in two years. Under this 


proposal, the number of entities affected 
would be much lower for two to three 
years until borrowers who signed Notes 
with the newly-inserted fee provisions 
began to default. The contractors 
collected on 10-15% of the accounts 
referred. SBA paid average fees of $400 
on 1,800 accounts. SBA estimates many 
accounts incurred costs under $200 and 
a much smaller number incurred costs in 
excess of $2,000. 

Some borrowers will never completely 
satisfy their obligation. Fewer than 400, 
or 3%, of the small entities whose 
accounts SBA referred to collection 
agencies paid their debts in full. In all 
other cases, the proposed regulation 
would have changed SBA’s internal 
accounting, but would have had no 
economic impact on the small entity. 
SBA concludes that in most cases the 
actual impact of the proposed regulation 
will be insignificant in relation to the 
principal balance owed by each affected 
entity. 

SBA proposes to charge collection 
costs to borrowers so that SBA’s 
collection practices will more closely 
parallel those of Agencies operating 
under direct authority of the Debt 
Collection Act. SBA has determined that 
there is no alternative way to collect 
these fees other than by promulgating 
the proposed regulation and changing 
the language in SBA promissory notes 
and other documents. If theré’-were an 
alternative, the economic impact would 
be the same as that under the proposed 
regulation. 

SBA certifies that the proposed rule 
does not constitute a major rule for the 
purposes of Executive Order 12291. The 
change is not likely to result in an 
annual effect on the economy of $100 
million or more. In over two years of 
referring consumers, businesses and 
others to debt collection contractors, 
SBA incurred charges of less than 
$1,500,000. The annual effect should 
remain approximately $500,000 per year. 

If promulgated in final form, thie 
proposed rule would not impose 
additional reporting or recordkeeping 
requirements which would be subject to 
the Paperwork Reduction Act, 44 U.S.C. 
Chapter 35. 





The proposed rule would not have 
federalism implications warranting the 
preparation of a Federal Assessment in 
accordance with Executive Order 12612. 


13 CFR Part 120 
List of Subjects in 13 CFR Part 120 
Loan programs business. 


Pursuant to the authority contained in 
section 5(b)(6) of the Small Business Act 
(15 U.S.C. 634{b)(6)), SBA proposes to 
amend part 120, Chapter I, Title 13, Code 
of Federal Regulations, as follows: 


PART 120—BUSINESS LOAN POLICY 


1. The authority citation for part 120 is 
revised to read as follows: 


Authority: 15 U.S.C. 634(b)(6) and 636(a) 
and (h); 31 U.S.C. 3717(e). 


2. Section 120.101-4(b) would be 
amended by revising it to read as 
follows: 


§$120.104-2 Service And commitment 
fees. 


* * * * * 


(b) Late payments. Additional fees for 
servicing accounts of borrowers who 
have not made timely payments or have 
otherwise failed to comply with loan 
conditions may be charged to the 
borrower to the extent authorized by the 
Debt Collection Act of 1982, 31 U.S.C. 
3717(e), the Federal Claims Collection 
Standards, 4 CFR part 101, or agreement 
with the borrower (Note). The amount 
charged shall be limited to actual 
amounts paid by the bank or SBA, but 
may cover overhead and in-house costs, 
or a reasonable estimation thereof, and 
the full amount charged for collection or 
other services provided by third parties 
as authorized by the Debt Collection Act 
and the Federal Claims Collection 
Standards. A lender shall obtain SBA’s 
prior written approval before charging 
such additional costs to the borrower. 


13 CFR Part 123 
List of Subjects in 13 CFR Part 123 


Disaster assistance—Loan programs/ 
business; Small businesses. 


Pursuant to the authority contained in 
section 5(b)(6) of the Small Business Act 
(15 U.S.C. 634{b)(6)), SBA proposes to 
amend part 123, title 13, Code of Federal 
Regulations, as follows: 


PART 123—DISASTER—PHYSICAL 
DISASTER AND ECONOMIC INJURY 
LOANS 


1. The authority citation for part 123 is 
revised to read as follows: 


Authority: Secs. 5(b)(6), 7(b), (c), (f) of the 
Small Business Act, 15 U.S.C. 634(b)(6) and 


636(b), (c), (f); Pub. L. 100-590; 31 U.S.C. 
3717(e). 

2. Section 123.6(b) would be amended 
by adding three sentences at the end as 
follows: 


$123.6 Fees and 
(b) * * * Borrowers may be charged 
for costs and expenses set forth in the 
Debt Collection Act, Pub. L. 97-365, 31 
U.S.C. 3717(e), and implementing 
regulations appearing in the Federal 
Claims Collection Standards, 4 CFR part 
101. These fees may include overhead 
and in-house costs incurred as a result 
of borrower's failure to make timely 
payments or otherwise comply with loan 
conditions. Any such fees shall be 
limited to actual expenses, or a 
reasonable estimation thereof, plus 
amounts billed by third parties as 
authorized by the Debt Collection Act 
and the Federal Claims Collection 
Standards, and shall be approved in 
writing by SBA. 
(Catalog of Federal Domestic Assistance 
Programs No. 59.012, Small Business Loans) 
(Catalog of Federal Domestic Assistance, 
Numbers 59002, Economic Injury Disaster 
Loans; 59.008, Physical Disaster Loans) 
Dated: July 27, 1989. 
Susan Engeleiter, 
Administrator. 
[FR Doc. 89-20183 Filed 8-25-89; 8:45 am] 
BILLING CODE 8025-01-M 


DEPARTMENT OF TRANSPORTATION 
Federal Aviation Administration 


14 CFR Part 71 
[Airspace Docket No. 89-ANM-7] 


Proposed Alteration of VOR Federal 
Alrway V-382; Colorado 


AGENCY: Federal Aviation 
Administration (FAA), DOT. 
ACTION: Notice of proposed rulemaking. 


SUMMARY: This notice proposes to alter 
VOR Federal Airway V-382 between 
Grand Junction, CO, and , CO. 
This action would expedite air traffic 
arriving and departing the Telluride 
Regional Airport. Altering V-382 would 
utilize the Cones very high frequency 
omni-directional radio range and 
distance measuring equipment (VOR/ 
DME) and support the VOR/DME 
approach to Runway 9 to Telluride 
Regional Airport. 

DATE: Comments must be received on or 
before October 13, 1989. 

ADDRESSES: Send comments on the 
proposal in triplicate to: 
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Manager, Air Traffic Division, ANM- 
500, Docket No. 89-ANM-7, Federa! 
Aviation Administration, 17900 Pacific 
Highway South, C-68966, Seattle, WA 
98168. 


The official docket may be examined 
in the Rules Docket, weekdays, except 
Federal holidays, between 8:30 a.m. and 
5:00 p.m. The FAA Rules Docket is 
located in the Office of the Chief 
Counsel, Room 916, 800 Independence 
Avenue SW., Washington, DC. 

An informal docket may also be 
examined during normal business hours 
at the office of the Regional Air Traffic 
Division. 


FOR FURTHER INFORMATION CONTACT: 
Betty Harrison, Airspace Branch (ATO- 
240), Airspace-Rules and Aeronautical 
Information Division, Air Traffic 
Operations Service, Federal Aviation 
Administration, 800 Independence 
Avenue SW., Washington, DC 20591; 
telephone: (202) 267-9255. 


SUPPLEMENTARY INFORMATION: 


Comments Invited 


Interested parties are invited to 
participate in this proposed rulemaking 
by submitting such written data, views, 
or arguments as they may desire. 
Comments that provide the factual basis 
supporting the views and suggestions 
presented are particularly helpful in 
developing reasoned regulatory 
decisions on the proposal. Comments 
are specifically invited on the overall 
regulatory, aeronautical, economic, 
environmental, and energy aspects of 
the proposal. Communications should 
identify the airspace docket and be 
submitted in triplicate to the address 
listed above. Commenters wishing the 
FAA to acknowledge receipt of their 
comments on this notice must submit 
with those comments a self-addressed, 
stamped postcard on which the 
following statement is made: 
“Comments to Airspace Docket No. 89- 
ANM-7.” The postcard will be date/ 
time stamped and returned to the 
commenter. All communications 
received before the specified closing 
date for comments will be considered 
before taking action on the proposed 
rule. The proposal contained in this 
notice may be changed in the light of 
comments received. All comments 
submitted will be available for 
examination in the Rules Docket both 
before and after the closing date for 
comments. A report summarizing each 
substantive public contact with FAA 
personnel concerned with this 
rulemaking will be filed in the docket. 





Federal Register / Vol. 54, No. 165 / Monday, August 28, 1989 / Proposed Rules 


Availability of NPRM’s 


Any person may obtain a copy of this 
Notice of Proposed Rulemaking (NPRM) 
by submitting a request to the Federal 
Aviation Administration, Office of 
Public Affairs, Attention: Public Inquiry 
Center, APA-230, 800 Independence 
Avenue SW., Washington, DC. 20591, or 
by calling (202) 267-3484. 
Communications must identify the 
notice number of this NPRM. Persons 
interested in being placed on a mailing 
list for future NPRM’s should also 
request a copy of Advisory Circular No. 
11-2A which describes the wepteins 
procedure. 


The Proposal 


The FAA is considering an 
amendment to part 71 of the Federal 
Aviation Regulations (14 CFR part 71) to 
alter VOR Federal Airway V-382 
between Grand Junction, CO, and 
Durango, CO. This extension would 
expedite air traffic departing from and 
landing at the Telluride Regional 
Airport, in the vicinity of the Cones 
VOR. In addition, altering V-382 would 
support the VOR/DME Runway 9 
approach to the Telluride Regional 
Airport. The action would reduce 
controller workload and aid flight 
planning. Section 71.123 of part 71 of the 
Federal Aviation Regulations was 
republished in Handbook 7400.6E dated 
January 3, 1989. 

The FAA has determined that this 
proposed ation only involves an 
established of technical 
regulations for which frequent and 
routine amendments are necessary to 
keep them operationally current. It, 
therefore (1) is not a “major rule” under 
Executive Order 12291; (2) is not a 
“significant rule” under DOT Regulatory 
Policies and Procedures (44 FR 11034; 
February 26, 1979); and (3) does not 
warrant preparation of a regulatory 
evaluation as the anticipated impact is 

_ 80 minimal. Since this is a routine matter 
that will only affect air traffic 
procedures and air navigation, it is 
certified that this rule, when 
promulgated, will not have a significant 
economic impact on a substantial 
number of small entities under the 
criteria of the Regulatory Flexibility Act. 


List of Subjects in 14 CFR Part 71 
Aviation safety, VOR Federal 
airways. 
The Proposed Amcadment 
Accordingly, pursuant to the authority 
delegated to me, the Federal Aviation 
Administration proposes to amend part 


71 of the Federal Aviation Regulations 
(14 CFR part 71) as follows: 


PART 71—DESIGNATION OF FEDERAL 
AIRWAYS, AREA LOW Ri 
CONTROLLED AIRSPACE, AND 
REPORTING POINTS 


1. The authority citation for part 71 
continues to read as follows: 

Authority: 49 U.S.C. 1348{a), 1354{a), 1510; 
Executive Order 10854; 49 U.S.C. 1086(g) 
(Revised Pub. L. 97-449, January 12, 1983); 14 
CFR 11.69. 


§$71.123 [Amended] ~ 
2. Section 71.123 is amended as 
follows: 


V-382 [Amended] 

By removing the words “to Grand Junction, 
CO.” and substituting the words “Grand 
Junction; Cones, CO; to Durango, CO.” 

Issued in Washington, DC, on August 21, 
1989. 

Harold W. Becker, 

Manager, Airspace-Rules and Aeronautical 
Information Division. 

[FR Doc. 89-20170 Filed 8-25-89; 8:45 am] 
BILLING CODE 4910-13-M 


14 CFR Part 75 

[Airspace Docket No. 89-ANM-8} 
Proposed Alteration of Jet Route J-54; 
Oregon 


AGENCY: Federal Aviation 
Administration (FAA), DOT. 


ACTION: Notice of proposed rulemaking. 


SUMMARY: This notice proposes to alter 
Jet Route J-54 in the vicinity of 
Pendleton, OR, to create a more efficient 
traffic flow into and around the Seattle, 
WA, area. This action would save fuel, 
aid flight planning and reduce controller 
workload. 

DATE: Comments must be received on or 

before October 13, 1989. 

ADDRESSES: Send comments on the 

proposal in triplicate to: 

Manager, Air Traffic Division, ANM- 
500, Docket No. 88-ANM-8, Federal 
Aviation Administration, 17900 Pacific 
Highway South, C68966; Seattle, WA 
98168. 

The official docket may be examined 
in the Rules Docket, weekdays, except 
Federal holidays, between 8:30 a.m. and 
5:00 p.m. The FAA Rules Docket is 
located in the Office of the Chief 
Counsel, Room 916, 800 Independence 
Avenue, SW., Washington, DC. 

An informal docket may also be 
examined during normal business hours 
at the office of the Regional Air Traffic 
Division. 

FOR FURTHER INFORMATION CONTACT: 

Betty Harrison, Airspace Branch (ATO- 

240), Airspace-Rules and Aeronautical 


Information Division, Air Traffic — 
Operations Service, Federal Aviation 
Administration, 800 Independence 
Avenue, SW., Washington, DC 20591; 
telephone: (202) 267-9255. 


SUPPLEMENTARY INFORMATION: 


Comments Invited 


Interested parties are invited to 
participate in this proposed rulemaking 
by submitting such written data, views, 
or arguments as they may desire. 
Comments that provide the factual basis 
supporting the views and suggestions 
presented are particularly helpful in 
developing reasoned regulatory 
decisions on the proposal. Comments 
are specifically invited on the overall 
regulatory, aeronautical, economic, 
environmental, and energy aspects of 
the proposal. Communications should 
identify the airspace docket and be 
submitted in triplicate to the address 
listed above. Commenters wishing the 
FAA to acknowledge receipt of their 
comments on the notice must submit 
with those comments a self-addressed, 
stamped postcard on which the 
following statement is made: 
“Comments to Airspace Docket No. 89- 
ANM-8.” The postcard will be date/ 
time stamped and returned to the 
commenter. All communications 
received before the specified closing 
date for comments will be considered 
before taking action on the proposed 
rule. The proposal.contained in this 
notice may be changed in the light of 
comments received. All comments 
submitted will be available for 
examination in the Rules Docket both 
before and after the closing date for 
comments. A report summarizing each 
substantive public contact with FAA 
personnel concerned with this 
rulemaking will be filed in the docket. 


Availability of NPRM’s 


Any person may obtain a copy of this 
Notice of Proposed Rul 
by submitting a request to the Federal 
Aviation Administration, Office of 
Public Affairs, Attention: Public Inquiry 
Center, APA-230, 800 Independence 
Avenue, SW., Washington, DC 20591, or 
by calling (202) 267-3484. 
Communications must identify the 
notice number of this NPRM. Persons 
interested in being placed on a mailing 
list for future NPRM’s should also 
request a copy of Advisory Circular No. 
11-2A which describes the application 
procedure. 


The Proposal 

The FAA is considering an 
amendment to part 75 of the Federal 
Aviation Regulations (14 CFR part 75} to 
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alter Jet Route J-54 in the vicinity of 
Pendleton, OR. This action is in 
conjunction with Seattle Air Route 
Traffic Control Center's sector 
realignment to create a more efficient 
traffic flow around the Seattle, WA, 
area. Altering J-54 would provide 
aircraft with a more direct route and 
would improve the traffic flow in this 
area. This action would save fuel, aid 
flight planning and reduce controller 
workload. Section 75.100 of part 75 of 
the Federal Aviation Regulations was 
republished in Handbook 7400.6E dated 
January 3, 1989. 

The FAA has determined that this 
proposed regulation only involves an 
established body of technical 
regulations for which frequent and 
routine amendments are necessary to 
keep them operationally current. It, 
therefore (1) is not a “major rule” under 
Executive Order 12291; (2) is not a 
“significant rule” under DOT Regulatory 
Policies and Procedures (44 FR 11034; 
February 26, 1979); and (3) does not 
warrant preparation of a regulatory 
evaluation as the anticipated impact is 
so minimal. Since this is a routine matter 
that will only affect air traffic 
procedures and air navigation, it is 
certified that this rule, when 
promulgated, will not have a significant 
economic impact on a substantial 
number of small entities under the 
criteria of the Regulatory Flexibility Act. 


List of Subjects in 14 CFR Part 75 
Aviation safety, Jet routes. 
The Proposed Amendment 
Accordingly, pursuant to the authority 
delegated to me, the Federal Aviation 
Administration proposes to amend part 


75 of the Federal Aviation Regulations 
(14 CFR Part 75) as follows: 


PART 75—ESTABLISHMENT OF JET 
ROUTES AND AREA HIGH ROUTES 


1. The authority citation for Part 75 
continues to read as follows: 

Authority: 49 U.S.C. 1348(a), 1354(a), 1510; 
Executive Order 10854; 49 U.S.C. 106(g) 
(Revised Pub. L. 97-449, January 12, 1983); 14 
CFR 11.69. 


§75.100 [Amended] 
Section 75.100 is amended as follows: 
J-54 [Amended] 


By removing the words “Pendleton, OR" 
and substituting the words “Baker, OR”. 


Issued in Washington, DC, on August 21, 
1989. 


Haroid W. Becker, 

Manager, Airspace-Rules and Aeronautical 
Information Division. 

[FR Doc. 89-20172 Filed 8-25-89; 8:45 am] 
BILLING CODE 4910-13-M 


14 CFR Part 75 

[Airspace Docket No. 89-ASW-2] 
Proposed Establishment of Jet Route 
J-234; Texas 

AGENCY: Federal Aviation 
Administration (FAA), DOT. 


ACTION: Withdrawal of notice of 
proposed rulemaking. 


SUMMARY: This notice withdraws the 


Notice of Proposed Rulemaking (NPRM), 
Airspace Docket No. 88-ASW-2, which 
was published in the Federal Register on 
March 30, 1989. The NPRM proposed 
was Jet Route J-234 located in the 
vicinity of Amarillo, TX. The proposed 
route is aligned from Amarillo, via San 
Angelo,TX, to Junction, TX, in order to 
reroute traffic around the Brownwood 4 
Military Operations Area (MOA)/Air 
Traffic Control Assigned Airspace 
(ATCAA). Based on usage statistics for 
the Brownwood 4 MOA/ATCAA 
compiled during the comment period, 
this action is no longer necessary. 


EFFECTIVE DATE: August 28, 1989. 

FOR FURTHER INFORMATION CONTACT: 
Lewis W. Still, Airspace Branch (ATO- 
240), Airspace-Rules and Aeronautical 
Information Division, Air Traffic 
Operations Service, Federal Aviation 
Administration, 800 Independence 
Avenue, SW., Washington, DC 20591; 
telephone: (202) 267-9250. 


The Proposed Rule 


On March 30, 1989, a Notice of 
Proposed Rulemaking was published in 
the Federal Register to establish new Jet 
Route J-234 located in the vicinity of 
Amarillo, TX. This route would be 
established from Amarillo, via San 
Angelo, TX, to Junction, TX, to reroute 
traffic around the Brownwood 4 MOA/ 
ATCAA. 


Conclusions 


Based on usage statistics for the 
Brownwood 4 MOA/ATCAA, the FAA 
has concluded that the establishment of 
new Jet Route J-234, which was to 
bypass the Brownwood 4 MOA/ 
ATCAA, is not necessary. We are 
therefore withdrawing Airspace Docket 
No. 88-ASW-2. 


List of Subjects in 14 CFR Part 75 
Aviation safety, Jet routes. 
The Withdrawal 


Accordingly, pursuant to the authority 
delegated to me, the Notice of Proposed 
Rulemaking, Airspace Docket No. 89- 
ASW-2, as published in the Federal 
Register on March 30, 1989 (54 FR 
13072), is hereby withdrawn. 
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Authority: 49 U.S.C. 1348{a), 1354(a), 1510; 
Executive Order 10854; 49 U.S.C. 106(g) 
(Revised Pub. L. 97-449, January 12, 1983); 14 
CFR 11.69. 

Issued in Washington, DC, on August 15, 
1989. 

Harold W. Becker, 

Manager, Airspace-Rules and Aeronautical 
Information Division. 

[FR Doc. 89-20171 Filed 8-25-89; 8:45 am] 
BILLING CODE 4910-13-M 


DEPARTMENT OF THE INTERIOR 


Office of Surface Mining Reclamation 
and Enforcement 


30 CFR Part 935 


Ohio Permanent Regulatory 
Reclamation Board of Review 


AGENCY: Office of Surface Mining 
Reclamation and Enforcement (OSMRE), 
Interior. 


ACTION: Proposed rule. 


summary: OSMRE is announcing the 
receipt of proposed Program 

Amendment Number RBR-5 to the Ohio 
permanent regulatory program 
(hereinafter referred to as the Ohio 
program) under the Surface Mining 
Control and Reclamation Act of 1977 
(SMCRA). The amendments are 
intended to incorporate changes to the 
Ohio Reclamation Board of Review 
(RBR) initiated by Ohio and to revise the 
Ohio Revised Code (ORC) and the Ohio 
Administrative Code (OAC) to be 
consistent with the corresponding 
Federal regulations. The proposed 
amendments would revise the 
composition of the RBR, would increase 
the per diem pay to RBR members, and 
would revise the standards to be applied 
concerning awards of costs and 
expenses, including attorneys’ fees, by 
the RBR. 

This notice sets forth the times and 
locations that the Ohio program and 
proposed amendments to that program 
will be available for public inspection, 
the comment period during which 
interested persons may submit written 
comments on the proposed amendments, 
and the procedures that will be followed 
regarding the public hearing, if one is 
requested. 

DATES: Written comments must be 
received on or before 4:00 p.m. on 
September 27, 1989. If requested, a 
public hearing on the proposed 
amendments will be held at 1:00 p.m. on 
September 22, 1989. Requests to present 
oral testimony at the hearing must be 
received on or before 4:00 p.m. on 
September 12, 1989. 





Federal Register / Vol. 54, No. 165 / Monday, August 28, 1989 / Proposed Rules 


ADDRESSES: Written comments and 
requests to testify at the hearing should 
be mailed or hand-delivered to Ms. Nina 
Rose Hatfield, Director, Columbus Field 
Office, at the address listed below. 
Copies of the Ohio program, the 
proposed amendments, and all written 
comments received in response to this 
notice will be available for public 
review at the addresses listed below 
during normal business hours, Monday 
through Friday, excluding holidays. Each 
requester may receive, free of charge, 
one copy of the proposed amendments 
oe Seeman OSMRE'’s Columbus Field 
ce. 


Office of Surface Mining Reclamation 
and Enforcement, Columbus Field 
Office, 2242 South Hamilton Road, 
Room 202, Columbus, Ohio 43232, 
Telephone: (614) 866-0578. 

Ohio Department of Natural Resources, 
Division of Reclamation, Fountain 
Square, Building B-3 Columbus, Ohio 
43224, Telephone: (614) 265-6675. 

FOR FURTHER INFORMATION CONTACT: 

Ms. Nina Rose Hatfield, Director, 

Columbus Field Office, (614) 866-0578. 

SUPPLEMENTARY INFORMATION: 


1 Background 

On August 16, 1982, the Secretary of 
the Interior conditionally approved the 
Ohio program. Information on the 

background of the Ohio program 

submission, including the Secretary’s 
findings, the disposition of comments, 
and a detailed explanation of the 
conditions of approval of the Ohio 
program, can be found in the August 10, 
1982 Federal Register (47 FR 34688). 
Subsequent actions concerning the 
conditions of approval and program 
amendments are identified at 30 CFR 
935.11, 935.12, 935.15, and 935.16. 


IL. Discussion of the Proposed 
Amendments 


On August 10, 1987 (52 FR 29515), the 
Deputy Director of OSMRE approved 
Program Amendment No. RBR-3 which 
revised the rules of the Ohio 
Reclamation Board of Review (RBR) at 
Ohio Administrative Code (OAC) 
sections 1513-3-21(E) (3), (4), and (5). 
These amendments had been required 
by OSMRE at 30 CFR 935.16(a) so that 
the standards used by the RBR to award 
costs and expenses, including attorney's 
fees, would be no less effective than the 
Federal counterparts at 43 CFR 4. 

During Ohio's promulgation o 
Program Amendment No. RBR-3, the 
Ohio Mining and Reclamation 
Association (OMRA) voiced opposition 
to the rule change and the RBR 
withdrew the amendments in a letter 
dated November 13, 1987 


(Administrative Record No. OH-0993). 
The disputed issues concerning this rule 
change were subsequently resolved 
under a settlement agreement filed in 
Ohio Mining and Reclamation 
Association, et al. v. Hodel et al., Civil 
Action No. CS-86-0811 (S.D. Ohio, 
December 23, 1987) between OMRA, the 
Mining and Reclamation Council of 
America, and OSMRE. 

By letter dated March 24, 1988 
(Administrative Record No. OH-1021), 
the RBR submitted proposed Program 
Amendment No. RBR-4 to revise OAC 
sections 1513-3-21(E) (3), (4), and (5) to 
reflect the terms of the settlement 
agreement. On July 14, 1988 (53 FR 
26592), the Deputy Director of OSMRE 
approved this amendment. 

During Ohio's promulgation of 

Amendment No. RBR-4, the 
OMRA again voiced opposition to the 
rule change and the RBR withdrew the 
amendments in a letter dated October 
19, 1988 (Administrative Record No. 
OH-1106). The disputed issues 
concerning this rule change were 
subsequently resolved between Ohio 
and the OMRA. 

By letter dated August 11, 1989 
(Administrative Record No. OH-1199), 
Ohio submitted proposed Program 
Amendment No. RBR-5. This proposed 
Program Amendment would revise the 
Ohio Program at ORC sections 1513.05 
and 1513.13 (E) and (F) and at OAC 
section 1513-3—21(E). The substantive 
changes in these sections are discussed 
briefly below. 

(1) ORC section 1513.05: This section 
is being rewritten to change the 
composition of the RBR. Under the 
existing Ohio program, four of the seven 
members of the RBR are appointees who 
represent the public and of whom one 
must be an attorney. Under the 
proposed revision, these four members 
would be changed to two appointees 
who own and operate a farm or are 
retired farmers, one appointee who is 
the representative of an operator of a 
coal mine, and one appointee who is a 
representative of the public. The 
composition of the three remaining RBR 
members would not be revised: one 
appointee who is experienced in modern 
forestry practices, one appointee who is 
experienced in agronomy, and one. 
appointee who is either experienced in 
earth-moving or is a civil engineer. 

This section is also being rewritten to 
increase the per diem pay of members of 
the RBR from one hundred to one 
hundred fifty dollars per day. 

(2) ORC section 1513.13 paragraph (E): 
This paragraph is being rewritten to 
authorize the award of costs and 
expenses, including attorneys’ fees, 


BEST COPY AVAILABLE 


under three circumstances to parties 
involved in appeals before the RBR: 

(1) To either the permittee or to the 
person ——— payment of costs and 
expenses from the Ohio Department of 
Natural Resources, Division of 
Reclamation if the RBR determines that 
the permittee or other person made a 
substantial contribution to a full and fair 
determination of the appeal or 
administrative proceeding before the 
RBR. 


(2) To a permittee from a person who 
initiated or participated in an appeal if 
the permittee demonstrates that the 
person did so in bad faith and for the 
purpose of harassing or embarrassing 
the permittee. 

(3) To the Ohio Department of Natural 
Resources, Division of Reclamation from 
a person who initiated an appeal if the 
Division of Reclamation demonstrates 
that the person initiated or participated 
in the appeal in bad faith and for the 
purpose of harassing or embarrassing 
the Division of Reclamation. 

The proposed revisions to this section 
would delete the current possibility of 
the award of costs and expenses to a 
person from a permittee. 

Nonsubstantive changes are also 
proposed in this rule to correct 
paragraph letter notations. 

(3) ORC section 1513.13 paragraph (F): 
This paragraph is being added to 
provide that costs and expenses may be 
awarded by court order at the request of 
any party in connection with judicial 
review of orders issued under ORC 
§ 1513.13 

(4) OAC section 1513-3-21 paragraph 
(E): This paragraph is being rewritten to 
delete discussion of the standards for 
awards of costs and expenses by the 
RBR which are to be included in ORC 
1513.13(E). 


Ill. Public Comment Procedures 


In accordance with the provisions of 
30 CFR 732.17(h), OSMRE is now 
seeking comment on whether the 
amendments proposed by Ohio satisfy 
the applicable program criteria of 30 
CFR 732.15. If the amendments are 
deemed adequate, they will become part 
of the Ohio program. 


Written Comments 


Written comments should be specific, 
pertain only to the issues proposed in 
this rulemaking, and include 
explanations in support of the 
commenter’s recommendations. 
Comments received after the time 
indicated under “DATES” or at locations 
other than the Columbus Field Office 
will not necessarily be considered in the 





final rulemaking or included in the 
Administrative Record. 


Public Hearing 


Persons wishing to comment at the 
public hearing should contact the person 
listed under “FOR MORE INFORMATION 
CONTACT” by 4:00 p.m. on September 12, 
1989. If no one requests an opportunity 
to comment at a public hearing, the 
hearing will not be held. 

Filing of a written statement at the 
time of the hearing is requested as it will 
greatly assist the transcriber. 
Submission of written statements in 
advance of the hearing will allow 
OSMRE officials to prepare adequate 
responses and appropriate questions. 

The public hearing will continue on 
the specified date until all persons 
scheduled to comment have been heard. 
Persons in the audience who have not 
been scheduled to comment and who 
wish to do so will be heard following 
those scheduled. The hearing will end 
after all persons scheduled to comment 
and persons present in the audience 
who wish to comment have been heard. 


Public Meeting 


If only one person requests an 
opportunity to comment at a hearing, a 
public meeting, rather than a public 
hearing, may be held. Persons wishing to 
meet with OSMRE representatives to 
discuss the proposed amendments may 
request a meeting at the Columbus Field 
Office by contacting the person listed 
under “FOR FURTHER INFORMATION 
CONTACT.” All such meetings shall be 
open to the public and, if possible, 
notices of the meetings will be posted at 
the locations listed under “ADDRESSES.” 
A written summary of each public 
meeting will be made a part of the 
Administrative Record. 


List of Subjects in 30 CFR Part 935 
Coal mining, Intergovernmental 
relations, Surface mining, Underground 
Dated: August 17, 1989. 
Carl C. Close, 
Assistant Director, Eastern Field Operations. 
[PR Doc. 89-20152 Filed 8-25-89; 8:45 am} 
BILLING CODE 4310-05-M 


30 CFR Part 935 


Ohio Permanent Regulatory Program; 
Liability for Subsidence Damage 


AGENCY: Office of Surface Mining 
Reclamation and Enforcement (OSMRE), 
Interior. 


ACTION: Proposed rule. 


summary: OSMRE is announcing the 
receipt of proposed Revised Program 
Amendment Number 28 to the Ohio 
permanent regulatory program 
(hereinafter referred to as the Ohio 
program) under the Surface Mining 
Control and Reclamation Act of 1977 
(SMCRA). The amendments are 
intended to incorporate rule changes 
initiated by the State. The amendments 
would specify the use of agreements 
between mine operators and surface 
owners concerning subsidence damage, 
would limit exemptions of structures to 
those owned by mine operators, and 
would specify mine operators’ 
responsibilities if a surface owner 
prevents the implementation of the 
operator's plan for repair or 
compensation of subsidence damage. 


This notice sets forth the times and 
locations that the Ohio program and 
proposed amendments to that program 
will be available for public inspection, 
the comment period during which 
interested persons may submit written 
comments on the proposed amendments, 
and the procedures that will be followed 
regarding the public hearing, if one is 
requested. 


DATE: Written comments must be 
received on or before 4:00 p.m. on 
September 27, 1989. If requested, a 
public hearing on the proposed 
amendments will be held at 1:00 p.m. on 
September 22, 1989. Requests to present 
oral testimony at the hearing must be 
received on or before 4:00 p.m. on 
September 12, 1989. 


ADDRESSES: Written comments and 
requests to testify at the hearing should 
be mailed or hand-delivered to Ms. Nina 
Rose Hatfield, Director, Columbus Field 
Office, at the address listed below. 
Copies of the Ohio program, the 
proposed amendments, and all written 
comments received in response to this 
notice will be available for public 
review at the addresses listed below 
during normal business hours, Monday 
through Friday, excluding holidays. Each 
requester may receive, free of charge, 
one copy of the proposed amendents by 
ww OSMRE’s Columbus Field 
Office. 


Office of Surface Mining Reclamation 
and Enforcement, Columbus Field 
Office, 2242 South Hamilton Road, 
Room 202, Columbus, Ohio 43232, 
Telephone: (614) 868-0578. 

Ohio Department of Natural Resources, 
Division of Reclamation, Fountain 
Square, Building B-3, Columbus, Ohio 
43224, Telephone: (614) 265-6675. 


FOR FURTHER INFORMATION CONTACT: 
Ms. Nina Rose Hatfield, Director, 
Columbus Field Office, (614) 866-0578. 
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SUPPLEMENTARY INFORMATION: 
I, Background 


On August 16, 1982, the Secretary of 
the Interior conditionally approved the 
Ohio program. Information on the 
general background of the Ohio program 
submission, including the Secretary's 
findings, the disposition of comments, 
and a detailed explanation of the 
conditions of approval of the Ohio 
program, can be found in the August 10, 
1982 Federal Register (47 FR 34688). 
Subsequent actions concerning the 
conditions of approval and program 
amendments are identified at 30 CFR 
935.11, 935.12, 935.15, and 935.16. 


II. Discussion of the Proposed 
Amendments 


By letter dated February 6, 1989 
(Administrative Record No. OH-1142), 
the Ohio Department of Natural 
Resources, Division of Reclamation 
(Ohio) submitted proposed Program 
Amendment No. 38 to the Ohio program 
at Ohio Administrative Code (OAC) 
section 1501:13-12-03(B}, (D)}{2)}{a) and 
(b), (D)(4)(a)(ii), and (D}(4}(b). The 
proposed amendments were initiated by 
the State. 

OSMRE announced receipt of the 
proposed amendment in the March 1, 
1989 Federal Register (54 FR 8561), and, 
in the same notice, opened the public 
comment period and provided 
opportunity for a public hearing on the 
adequacy of the proposed amendment. 

By letter dated August 10, 1989 
(Administrative Record No. OH-1198), 
Ohio withdrew proposed Program 
Amendment No. 38 and submitted a new 
Revised Program Amendment No. 38. 
Revised Program Amendment No. 38 
would modify OAC Section 1501:13-12- 
03 paragraphs (D)(2), (D)(2) (a) and (b), 
(D)(4), and (D){4) (a) and (b) and would 
create new paragraphs (E) and (H){3}. 
The proposed amendment would also 
make nonsubstantive changes to 
paragraph letter notations throughout 
the rule. 

The proposed new paragraph (E)} in 
OAC section 1501:13-12-03 would 
provide that agreements between mine 
operators and surface owners which 
address the repair of or compensation 
for subsidence damage shall take 
precedence over the provisions of OAC 
section 1501:13-12-03 and that the 
provisions of OAC section 1501:13-12-03 
shall not apply to damage to structures 
covered under such agreement. 

The proposed to paragraph 
(D)(2) would rewrite this paragraph to 
specify that the mine operator shall 
repair subsidence damage to structures 
or shall compensate the owner of the 
damaged structure if the mine operator 
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and the owner of the structure have no 
agreement for repair or compensation of 
subsidence damage. 

The proposed changes to paragraph 
(D)(2) (a) and (b) would rewrite these 
paragraphs to delete an existing 
provision in the Ohio regulations 
concerning relief of liability for 
subsidence damage. This existing 
provision exempts underground mine 
operators from the liability to repair or 
compensate for damage to structures 
from mine subsidence if the mine 
operator has an agreement with the 
owner of the affected structure relieving 
the mine operator of that liability. The 
proposed amendments would delete this 
exemption and provide that 
underground mine operators are 
relieved of the liability to repair or 
compensate for subsidence damage only 
if the mine operator is the owner of the 
affected structure. 

The proposed changes to paragraphs 
(D)(4) and (D)(4) (a) and (b) would 
rewrite these paragraphs to specify that, 
if the mine operator has not reached an 
agreement with the owner of a structure 
damaged by subsidence, then the 
operator shall fully perform the 
obligations specified in any remedial 
plans submitted under existing 
paragraph (D)(3), provided that the 
surface owner does not prevent the mine 
operator from performing those 
obligations. 

The proposed new paragraph (H)(3) 
would provide that, if the surface owner 
prevents the implementation of the mine 
operator's plan for repair or 
compensation of subsidence damage, 
then the Chief of the Division of 
Reclamation, Ohio Department of 
Natural Resources shall take no further 
action and the surface owner may 
pursue whatever private rights of action 
may be available to the surface owner. 


Ill. Public Comment Procedure 


In accordance with the provisions of 
30 CFR 732.17(h), OSMRE is now 
seeking comment on whether the 
amendments proposed by Ohio satisfy 
the applicable program approval criteria 
of 30 CFR 732.15. If the amendments are 
deemed adequate, they will become part 
of the Ohio program. 


Written Comments 


Written comments should be specific, 
pertain only to the issues proposed in 
this rulemaking, and include 
explanations in support of the 
commenter’s recommendations. 
Comments received after the time 
indicated under “DATES” or at 
locations other than the Columbus Field 
Office will not necessarily be 


considered in the final rulemaking or 
included in the Administrative Record. 


Public Hearing 


Persons wishing to comment at the 
public hearing should contact the person 
listed under “FOR MORE 
INFORMATION CONTACT™ by 4:00 
p.m. on September 12, 1989. If no one 
requests an opportunity to comment at a 
og hearing, the hearing will not be 

eld. 

Filing of a written statement at the 
time of the hearing is requested as it will 
greatly assist the transcriber. 
Submission of written statements in 
advance of the hearing will allow 
OSMRE officials to prepare adequate 
responses and appropriate questions. 

The public hearing will continue on 
the specified date until all persons 
scheduled to comment have been heard. 
Persons in the audience who have not 
been scheduled to comment and who 
wish to do so will be heard following 
those scheduled. The hearing will end 
after all persons scheduled to comment 
and persons present in the audience 
who wish to comment have been heard. 


Public Meeting 


If only one person requests an 
opportunity to comment at a hearing, a 
public meeting, rather than a public 
hearing, may be held. Persons wishing to 
meet with OSMRE representatives to 
discuss the proposed amendments may 
request a meeting at the Columbus Field 
Office by contacting the person listed 
under “FOR FURTHER INFORMATION 
CONTACT.” All such meetings shall be 
open to the public and, if possible, 
notices of the meetings will be posted at 
the locations listed under 
“ADDRESSES.” A written summary of 
each public meeting will be made a part 
of the Administrative Record. 


List of Subjects in 30 CFR Part 935 


Coal mining, Intergovernmental 
relations, Surface Mining, Underground 
mining. 

Dated: August 17, 1989. 

Carl C. Close, 

Assistant Director, Eastern Field Operations. 
[FR Doc. 89-20153 Filed 8-25-89; 8:45 am] 
BILLING CODE 4310-05-M 


30 CFR Part 944 


Utah Permanent Regulatory Program 


AGENCY: Office of Surface Mining 
Reclamation and Enforcement (OSMRE), 
Interior. 


ACTION: Proposed rule; public comment 
period and opportunity for public 
hearing on proposed amendment. 


summary: OSMRE is announcing the 
receipt of a proposed amendment to the 
Utah permanent regulatory program 
(hereinafter, the Utah program) under 
the Surface Mining Control and 
Reclamation Act of 1977 (SMCRA). The 
proposed amendment consists of a new 
set of coal rules that would completely 
replace those rules currently in effect. 
The amendment is intended to revise the 
State program to be consistent with the 
corresponding Federal regulations and 
to improve operational efficiency. 

This notice sets forth times and 
locations that the Utah program and 
proposed amendment to that program 
are available for public inspection, the 
comment period during which interested 
persons may submit written comments 
on the proposed amendment, and public 
hearing procedures that will be followed 
if a hearing is requested. 


DATES: Written comments must be 
received by 4:00 p.m., m.d.t., September 
27, 1989. If requested, a public hearing 
on the proposed amendment will be held 
on September 22, 1989. Requests to 
present oral testimony at the hearing 
must be received by 4:00 p.m., m.d.t. on 
September 12, 1989. 


ADDRESSES: Written comments should 
be mailed or delivered to Mr. Robert H. 
Hagen at the address provided below. 


Copies of the Utah program, the 
proposed amendment, and all written 
comments received in response to this 
notice will be available for public 
review at the addresses listed below. 
These offices are open during normal 
business hours, Monday through Friday, 
excluding holidays. One free copy of the 
proposed amendment is available upon 
request by contacting the OSMRE 
Albuquerque Field Office. 


Mr. Robert H. Hagen, Director, 
Albuquerque Field Office, Office of 
Surface Mining Reclamation and 
Enforcement, 625 Silver Avenue, S.W., 
Suite 310, Albuquerque, New Mexico 
87102, Telephone: (505) 766-1486 

Utah Division of Oil, Gas and Mining, 
355 West North Temple, 3 Triad 
Center, Ste, 350, Salt Lake City, UT 
84180-1203, Telephone: (801) 538-5340 


FOR FURTHER INFORMATION CONTACT: 
Mr. Robert H. Hagen, Director, 
Albuquerque Field Office, whose 
address and telephone number are listed 
in “ADDRESSES.” 





I. Background on the Utah Program 

The Secretary of the Interior 
conditionally approved the Utah 
program on January 21, 1981. 
Background information on the Utah 
program, including the Secretary's 
findings, the disposition of comments, 
and the conditions of approval can be 
found in the January 21, 1981, Federal 
Register (46 FR 589). Subsequent actions 
concerning Utah's regulatory program 
can be found at 30 CFR 944.12, 944.15, 
944.16, and 944.30, 

II. Proposed Amendment 

By letter dated August 11, 1989 
(Administrative Record No. UT-515), 
Utah submitted a proposed amendment 
to its program pursuant to SMCRA and 
30 CFR 732.17(f} and (g). Utah submitted 
the proposed amendment in response to 
(1) the May 12, 1986, June 9, 1987, and 
November 21, 1988, OSMRE letters to 
Utah in which deficiencies in the Utah 
program were identified in accordance 
with 30 CFR 732.17(c); and (2) the 
disapprovals of certain provisions of the 
Utah program at 30 CFR 944.12 (a) and 
(b) that OSMRE made to comply with 
the February 26, 1980, May 16, 1980, and 
August 15, 1980, opinions and orders of 
the U.S. District Court for the District of 
Columbia {in re: Permanent Surface 
Mining Regulation Litigation (Civil 
Action 79-1144)). 

In addition to revising its rules in 
response to OSMRE identified 
deficiencies, Utah at its own initiative 
substantially reorganized its rules and 
revised its guideline for revegetation. 
The rules that Utah proposes to amend 
are: 

R614-100—Administrative: Introduction 
R614-101—Administrative: Restrictions on 

State Employees 
R614-102—Administrative: Exemption for 

Coal Extraction Incident to Government- 

Financed Highway or Other Construction 
R614-103—Administrative: Areas Unsuitable 

for Coal Mining and Reclamation . 

Operations 
R614-104—Administrative: Protection of 

Employees 
R614-105—Administrative: Blaster Training, 

Examination, and Certification 
R614-200—Coal Exploration: Introduction 


Approval 
R614~202—Coal Exploration: Compliance 
Duties 
R614-203—Coal Exploration: Public 
Availability of Information 
R614-300—Coal Mine Permitting: 
Administrative Procedures 
R614-301—Coal Mine Permitting: Permit 
Application Requirements 
R614-301-100—General Contents 
R614-301-200—Soils 
R614-301-300—Biology 
R614-301-400—Land Use and Air Quality 
R614-301-500—Engineering 


R614-301-800—Geology 

R614-301-700—Hydrology 

R614-301-800—Bonding and Insurance 

R614-302-100—General 

R614-302-200—Special Categories of Mining 

R614~-302-300—Special Areas of Mining 

R614-303—Coal Mine Permitting: Change, 
Renewal, and Transfer, Assignment, or 
Sale of Permit Rights 

R614-303—100—General Information on the 
Change, Renewal, Assignment, or Sale of 
Permit Rights 

R614-303-200—Permit Review, Change, and 
Renewal 

R614-303-300—Transfer, Assignment, or Sale 
‘of Permit Rights 

R614-400—Inspection and Enforcement: 


Authority and Procedures 
R614-400-200—When Penalty Will be 


Assessed 
R614~401-300—Point System for Penalties 
R614—401-400—Assessment of Separate 
Violations for Each Day 
R614—401-500—Waiver of Use of Formula to 
Determine Civil Penalty 
R614—401-600—Procedures for Assessment of 
Civil Penalties—Proposed Assessment 
eae for Informal 
Assessment Conference 
R614—401-800—Request for Formal ae 
R614~-401-900—Final Assessment and 
Payment of Penalty Revised Vegetation 
Guideline 


Il. Public Comment Procedures 


In accordance with the provisions of 
30 CFR 732.17(h), OSMRE is seeking 
comments on whether the proposed 
amendment satisfies the applicable 
program approval criteria of 30 CFR 
732.15. If the amendment is deemed 
adequate, it will become part of the 
Utah Program. 


Written Comments 
Written comments should be specific, 


~ pertain only to the issues proposed in 


this rulemaking, and include 
explanations in support of the 
commenter’s recommendations. 
Comments received after the time 
indicated under “DATES” or at 
locations other than the Albuquerque 
Field Office will not necessarily be 
considered in the final rulemaking or 
included in the administrative record. 


Public Hearing 


Persons wishing to testify at the 
public hearing should contact the person 
listed under “FOR FURTHER INFORMATION 
CONTACT” by 4:00 p.m., m.d.t. on 
September 12, 1989. The location and 
time of the hearing will be arranged with 
those persons requesting the hearing. If 
no one requests an opportunity to testify 
at a public hearing, the hearing will not 
be held. 

Filing of a written statement at the 
time of the hearing or in advance of the 
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hearing is requested to assist the 
transcriber. Submission of written 
statements in advance of the hearing 
will allow OSMRE officials to prepare 
adequate responses and appropriate 
questions. 

The public hearing will continue on 
the specified date until all persons 
scheduled to testify have been heard. 
Persons in the audience who are not 
scheduled to testify, and who wish to do 
so, will be heard immediately following 
the testimonies of those who were 
scheduled. The hearing will end after all 
persons scheduled or present have been 
heard. 


Public Meeting 


If only one person requests an 
opportunity to testify at a hearing, a 
public meeting, rather than a public 
hearing, may be held. Persons who wish 
to meet with OSMRE representatives to 
discuss the proposed amendment may 
request a meeting by contacting the 
person listed under “FOR FURTHER 
INFORMATION CONTACT.” All such 
meetings will be open to the public and, 
if possible, notices of meetings will be 
posted at each of the locations listed 
under “ADDRESSES.” A written summary 
of each meeting will be prepared and 
entered in the administrative record. 


List of Subjects in 30 CFR Part 944 
Coal mining, Intergovernmental 
relations, Surface mining, Underground 
cae 
Dated: August 18, 1989. 
Raymond L. Lowrie, 
Assistant Director, Western Field Operations. 


[FR Doc. 89-20154 Filed 8-25-89; 8:45 am] 
BILLING CODE 4310-05-M 


DEPARTMENT OF TRANSPORTATION 
Coast Guard 

33 CFR Part 100 

[OGD 05-89-81] 

Special Local Regulations for Marine 


AGENCY: Coast Guard, DOT. 
ACTION: Notice of proposed rulemaking. 


sumMaRY: The Coast Guard is proposing 
to establish permanent local 
regulations for the Swim portion of the 
Diet Pepsi Triathlon held annually in 
Wrightsville Channel between 
daybeacon 18 (LLNR 28050) and 
daybeacon 23 (LLNR 28065), 
Wrightsville Beach, North Carolina. The 
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regulations are necessary to control 
spectator craft and to:provide for the 
safety of life and on the 
navigable waters during the event. 
Date: Comments must be received on or 
before September 28, 1989. 


Crawford Stzeet, Portsmouth, Virginia 
23704-5004. The. comments will be 
available for inspection and copying at 
Room 209 of this address..Normal office 
hours are between 8:00.a.m. and 4:30 
p.m., Monday through Friday, except 
holidays. 

FOR FURTHER INFORMATION CONTACT: 
Billy J. Stephenson, Chief, Boating 
Affairs Branch, Fifth Coast Guard 
District, 431 Crawford Street, 


Interested persons are invited to 
participate in this rulemaking by 
submitting written views, data, or 
arguments. Persons submitting 
comments should include their names 
and addresses, identify this notice (OGD 
05-89-81) and the specific section of the 
proposal to which their comments apply, 
and give reasons for each comment. The 
regulations may be changed in light of 
comments received. All comments 
received before the expiration of the 
comment period will be considered 
before final action is taken on the 
proposal. No public hearing is planned, 
but one may be held if written requests 
for a hearing are received and it is 
determined that the opportunity to make 
oral presentations will aid the 
rulemaking process. The receipt of 
comments will be acknowledged if a 
stamped self-addressed postcard or 
envelope is enclosed. 


Drafting Information 
The drafters of this notice are Mr. 


Coast ‘Guard District, and Lieutenant 
Commander Robin K. Kutz, project 
attorney, Fifth Coast Guard District 
Legal Staff. 


Discussion of Proposed Regulations 


The Diet Pepsi Triathlon has been an 
annual event for the past ten years, but 
has not been regulated in the past. The 
swim portion of the triathlon will consist 
of approximately 800. swimmers racing 
in a section of Wrightsville Channel. 
The participants are to swim one and 
one tenth miles as the first leg of the 
triathlon, at the Blockade 
Runner Hotel beach, located east of 
Wrightsville Channel Daybeacon 18 


(LLNR 28050) and swim westward past 
the Sea Path Boatominium Marina 
finishing at Atlantic Marina located 
north of Wrightsville Channel 
Daybeacon 23,{LLNR 28080). It is 
necessary to.close a portion of 
Wrightsville Channel to all traffic 
except participants for the safety of 
those competing in the swim and their 
attending personnel. If adopted, this 
proposal will apply to the swim portion 
of the 11th Annual Diet Pepsi Triathlon, 
scheduled from 7:00 a.m. to 8:45 a.m., 
October 1, 1989. Because closure of the 
waterway is not anticipated for any 
extended period, waterborne traffic 
should not be severely disrupted. 


Economic Assessment and Certification 


These regulations are not considered 
either major under Executive Order 
12291 on Federal Regulation or — 
significant under Department of 
Transportation regulatory policies and 
procedures (44 FR 11034; February 26, 
1979). The economic impact is expected 
to beso minimal that a full regulatory 
evaluation is unnecessary. Because of 
this minimal impact, the Coast Guard 
certifies that these regulations will not 
have a significant economic impact ona 
substantial number of small entities. 


Federalism Assessment 


This action has been analyzed in 
accordance with the principles and 
criteria contained in Executive Order 
12612, and it has been determined that 
the final rule does not raise sufficient 
federalism implications to warrant the 
preparation of a federalism Assessment. 
Environmental Impact 

This final rule has been thoroughly 
reviewed by the Coast Guard and has 
been determined to be categorically 
excluded from further environmental 
documentation in accordance with 
section 2.B.2.c of Commandant 
Instruction M16475.1B. A Categorical 
Exclusion Determination statement has 
been prepared and has been placed in 
the rulemaking docket. 


List of Subjects in 33 CFR Part 100 
Marine safety, Navigation (water). 
Proposed Regulations 
In consideration of the foregoing, the 
Coast Guard proposes to amend part 100 


of title 33, Code of Federal Regulations 
as follows: 


PART 100—[AMENDED] 


1. The authority citation for part 100 
continues to read as follows: 


Autkority: 33 U.S.C. 1233; 49 CFR 1.46 and 
33 CFR 100.35. 


2..A new § 100.513 is.added to-read as 
follows: 


§$ 100.513 ‘Wrightsville Channel, 
Wrightsville Beach, North Carolina. 

(a) Definitions.—{1) Regulated area. 
The waters of, and adjacent ‘to, 
Wrightsville Channel, from Wrightsville 
Channel Daybeacon 14 {(LLNR 28040), 
located at latitude 34°12°18.0" N, 
longitude 77°48'10.0" W, to Wrightsville 
Channel Daybeacon 25 (LLNR 28080), 
located at latitude'34°12'51.0" N, 
longitude 77°48'53.0”" 'W. 

(2) Coast Guard Patrol Commander. 
The Coast Guard Patrol :‘Commander is a 
commissioned, warrant, or petty officer 
who has been designated ‘by the 
Commander, Coast Guard Group Fort 
Macon. 

(b) Special Local Regulations. (1) 
Except for persons or vessels authorized 
by the Coast Guard Patrol Commander, 
no person or vessel may enter or remain 
in the regulated area. 

(2) The operator of any vessel in the 
immediate vicinity of this area shall: 

(i) Stop the vessel immediately upon 
being directed to do so by any 
commissioned, warrant, or petty officer 
on board a vessel displaying a Coast 
Guard ensign. 

(ii) Proceed as directed by any 
commissioned, warrant or petty officer 
on board a vessel displaying a Coast 
Guard ensign. 

(3) Any spectator vessel may anchor 
outside of the regulated area specified in 
paragraph (a)(1) of this section, but may 
not block a navigable channel. 

(c) Effective Period: The Commander, 
Fifth Coast Guard District will publish a 
notice in the Federal Register and in the 
Fifth Coast Guard District Local Notice 
to Mariners announcing the times and 
dates that this section is in effect. 


Dated: August 17, 1989 
P.A. Welling, 
Rear Admiral, U.S. Goast Gaurd, Commander, 
Fifth Coast Guard District. 


[FR Doc. 89-20147 Filed 8-25-89; 8:45 am] 
BILLING CODE 4910-14-M 


DEPARTMENT OF VETERANS 
AFFAIRS 


38 CFR Part 4 
RIN 2900-ADS9 
Definition of Marginal Employment in 
Consideration of 


of Total Evaluations 
Based on individual Unemployability 


— Department of Veterans 


ACTION: Proposed regulation. 





35508 
SUMMARY: The Department of Veterans 
Affairs (VA) proposes to amend the 
Schedule for Rating Disabilities to 
define marginal employment in 
consideration of total disability ratings 
based on unemployability of an 
individual. This amendment is 
necessary to respond to a General 
Accounting Office (GAO) study on this 
subject. The intended effect is to 
promote consistency in making 
determinations of marginal employment. 


DATES: Comments must be received on 
or before September 27, 1989. Comments 
will be available for public inspection 
until October 10, 1989. This rule is 
proposed to be effective 30 days after 
the date of final publication. 


ADDRESSES: Interested persons are 
invited to submit written comments, 
suggestions, or objections regarding this 
proposed admendment to the Secretary 
of Veterans Affairs (271A) Department 
of Veterans Affairs, 810 Vermont 
Avenue NW., Washington, DC 20420. All 
written comments will be available for 
public inspection only in the Veterans 
Services Unit, Room 132, at the above 
address and only between the hours of 
8:00 a.m. and 4:30 p.m. Monday through 
Friday (except holidays) until October 
10, 1989. 


FOR FURTHER INFORMATION CONTACT: 
Joel Drembus, Consultant, Regulations 
Staff (211B), Compensation and Pension 
Service, Veterans Benefits 
Administration (202) 233-3005. 


SUPPLEMENTARY INFORMATION: The 
GAO report “Veterans Benefits: 
Improving the Integrity of VA's 
Unemployability Compensation 
Program,” revealed that many veterans 
with earnings are not reporting those 
earnings to VA as required. To run an 
effective verification program, VA needs 
to clarify its policy and regulations on 
marginal employment as the GAO study 
revealed that VA regional offices were 
interpreting marginal employment in a 
number of different ways, and that 
marginal employment was determined 
on a case-by-case basis. The GAO 
report concluded and recommended that 
VA define marginal employment so that 
the criteria used in making 
determinations of marginal employment 
in claims for unemployability are 
consistent between rating boards. 
Section 4.16({a) currently provides, in 
pertinent part, that total disability 
ratings may be assigned, where the 
schedular rating is less than total, when 
the veteran is, in the judgment of the 
rating agency, unable to secure or follow 


substantially gainful employment as a 
result of service-connected disabilities. 
It has been VA policy that marginal 
employment is not to be considered 
substantially gainful employment. 

It is proposed to amend § 4.16(a) to 
define marginal employment as existing 
when a veteran's earned annual income 


does not exceed the amount established © 


by the Bureau of the Census as the 
poverty threshold for one person (by 
age). The poverty thresholds are 
computed each March for the preceding 
calendar year. 

The Secretary hereby certifies that 
this proposed regulatory amendment 
will not have a significant impact on a 
substantial number of small entities as 
they are defined in the Regulatory 
Flexibility Act, 5 U.S.C. 601-612. The 
reason for this certification is that the 
amendment would not directly affect 
any small entities. Only VA 
beneficiaries could be directly affected. 
Therefore, pursuant to 5 U.S.C. 605(b), 
this amendment is exempt from the 
initial and final regulatory flexibility 
analysis requirements of sections 603 
and 604. ; 

In accordance with Executive Order 
12291, Federal Regulations, we have 
determined that this regulatory 
amendment is non-major for the 
following reasons: 

(1) It will not have an annual effect on 
the economy of $100 million or more. 

(2) It will not cause a major increase 
in costs or prices. 

(3) It will not have significant adverse 
effects on competition, employment, 
investment, productivity, innovation, or 
on the ability of United States-based 
enterprises to compete with foreign- 
based enterprises in domestic or export 
markets. 

Catalog of Federal Domestic Assistance 
program number is 64.109. 


List of subjects in 38 CFR Part 4 
Handicapped, Pensions, Veterans. 
Approved: July 21, 1989. 


Edward J. Derwinski, 
Secretary of Veterans Affairs. 


PART 4—[AMENDED] 


In 38 CFR part 4, Schedule for Rating 
Disabilities, § 4.16 is amended by 
revising paragraph (a) to read as 
follows: 


§ 4.16 Total disability ratings for 
compensation based on unemployability of 
the individual. 


(a) Total disability ratings for 


| 
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/ 
compensation may be assigned, where 
the schedular rating is less than total, 
when the disabled person is, in the 
judgment of the rating agency, unable to 
secure or follow a substantially gainful 
occupation as a result of service- 
connected disabilities: Provided That, if 
there is only one such disability, this 
disability shall be ratable at 60 percent 
or more, and that, if there are two or 
more disabilities, there shall be at least 
one disability ratable at 40 percent or 
more, and sufficient additional disability 
to bring the combined rating to 70 
percent or more. For the above purpose 
of one 60 percent disability, or one 40 
percent disability in combination, the 
following will be considered as one - 
disability: 

(1) Disabilities of one or both upper 
extremities, or one or both lower 
extremities, including the bilateral 
factor, if applicable; 


(2) Disabilities resulting from common 
etiology or a single accident, 

(3) Disabilities affecting a single body 
system, e.g. orthopedic, digestive, 
respiratory, cardiovascular-renal, 
neuropsychiatric, 

(4) Multiple injuries incurred in action, 
or 

(5) Multiple disabilities incurred as a 
prisoner of war. 


It is provided further that the existence 
or degree of nonservice-connected 
disabilities or previous unemployability 
status will be disregarded where the 
percentages referred to in this paragraph 
for service-connected disabilities render 
the veteran unemployable. Marginal 
employment shall not be considered 
substantially gainful employment. For 
purposes of this section, marginal 
employment generally shall be deemed 
to exist when a veteran’s earned income 
does not exceed the amount established 
by the U.S. Department of Commerce, 
Bureau of the Census, as the poverty 
threshold of one person. Marginal 
employment may also be held to exist, 
on a facts found basis, when earned 
annual income exceeds the poverty 
threshold. Consideration shall be given 
in all claims to the nature of the 
employment and the reason for 
termination. 


(Authority: 38 U.S.C. 210{c)) 


* * * * * 


[FR Doc. 89-20165 Filed 8-25-89; 8:45 am] 
BILLING CODE 8320-01-M 
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Maritime Administration 
46 CFR Part 272 

[Docket No. R-128] 

RIN 2133-AA64 


Requirements and Procedures for 


AGENCY: Maritime Administration, DOT. 
ACTION: Proposed rule. 


SUMMARY: This proposed revision of 46 


CFR part 272 includes amendments .of 
requirements and procedures for 
conducting condition surveys of 
subsidized vessels and for administering 
the payment.of maintenance and repair 
(M&R) subsidy. This revision is intended 
to clarify and restructure the present 
regulations. 

DATES: Comments must be received.on 
or before October .27, 1989. 


ADDRESS: Address comments to the 
Secretary, Maritime Subsidy Board, 
Maritime Administration, Department of 
Transportation, 400 Seventh Street SW., 
Washington, DC 20590. Interested 
persons may inspect these comments 
during normal business hours in Room 
7300, Department of Transportation. 
FOR FURTHER INFORMATION CONTACT: 
Joseph H. Seelinger, Chief, Division of 
Ship Maintenance and Repair, Office of 
Ship Operations, Maritime 
Administration, Department.of 
Transportation, 400 Seventh Street SW., 
Washington, DC 20590, telephone 
(202)366-5776. 

SUPPLEMENTARY INFORMATION: Title V1 
of the Merchant Marine Act, 1936, as 
amended (Act), authorizes the Secretary 
of Transportation to enter into 
Operating-Differential Subsidy 
agreements (ODSA) with operators of 
USS.-flag vessels operating in an 
essential service in the foreign 
commerce of the United States. ODS is 
intended to offset certain lower costs of 
operating vessels under a foreign flag, 
and may include the fair and reasonable 
cost of M&R ‘that is not compensated by 
insurance. Part 272 includes provisions 
for administering the determination and 
payment of M&R subsidy to the 
operators of subsidized vessels for 
which M&R subsidy is provided under 
an ODSA. These regulations do not 
apply to vessels carrying bulk raw and 
processed agricultural commodities from 
the U.S. to the U'S.SR., which are 
subject to the regulations in 46 CFR part 


294. 
This rulemaking would give MARAD 
the discretion to require vessel condition 


surveys on specified occasions for 
vessels receiving M&R ‘subsidy-only, 
rather than make such condition surveys 
mandatory for all ODS vessels on ‘fhe 
occurrence of these events, as under 
existing regulations. It has been 
MARAD's experience in administering 
condition surveys, since the last 
amendments to these regulations in 
1970, that condition surveys are not 
always necessary on the occasions 
when now required under $272.2 of the 
present regulations. 

This rulemaking also clarifies the 
issue of what costs represent a repair 
which is not eligible for M&R subsidy 
(§ 272.23). This regulation recognizes 
that an item of M&R may have two 
severable cost: components—the cost of 
a part and ‘the cost of its installation, 
irrespective of whether the installation 
occurs contemporaneously with or 
subsequent to the expenditure for the 
part. Consistent with the legislative 
history of section'606(6) of the Merchant 
Marine Act of 1936,.as amended (“Act”) 
(46 App. U.S.C. 1176), it allows ‘the 
payment of M&R subsidy for:any portion 
of the cost of an otherwise eligible 
repair ‘that isa “domestic” repair, i.e., a 
cost incurred in the continental United 
States or Puerto Rico. Section :606(6) of 
the Act, dealing with eligiblibity of M&R 
expenses for subsidy, is intended to 
assist U.S. shipyards, U.S. labor, and 
U.S. manufacturers. This rulemaking 
would make clear that whatever portion 
of a repair is domestic is eligible for 
subsidy when the repair is performed 
outside the:continental limits of the 
United States. 

MARAD proposes to restructure ‘the 
entire part to clarify and simplify ‘the 
regulations and'to add definitions. In 
addition,.extraneous provisions 
concerning internal agency 
administrative procedures (such.as 
internal copy requirements) have been 
deleted. The proposed revision includes 
a number of significant procedural 
changes. For example, new procedures 
for appealing and M&R disallowance are 
set forth in §.272.43. The existing part 
refers concerned persons to appeal 
procedures contained in an internal 
administrative order which is less 
readily available to the public than the 
Code of Federal Regulations or the 
Federal Register. MARAD proposes to 
reduce the amount of documentation 
required to support the information 
contained in MARAD Form MA-140 for 
work performed by an independent 
contractor who has provided an 
adequately detailed invoice covering 
such work. 

Section 272:17 would provide for 
disallowance of a claim for M&R 
subsidy if an Operator fails to comply 
with various vessel condition survey 


requirements. Another provision, in 

§ 272.26, would require an operator 
receiving M&R su to repay a 
portion of such subsidy when the 
operator has not used subsidized spare 
parts, has received reimbursement for a 
marine loss that was compensated by 
insurance, or has permanently gone off 
subsidy within three years of the 
payment of M&R:subsidy for an 
improvement to the vessel. 


Analysis of Regulatory Impact 

The Maritime Administrator has 
determined that this is not a major rule 
under the criteria of Executive Order 
12291. It will not result in an annual 
effect on the economy of $100 million or 
more. There will be no increase ‘in 
production costs or prices for 
consumers, individual industries, 
Federal, State or local governments, 
agencies or geographic regions. 
Furthermore, it will not adversely affect 
competition, employment, investment, 
productivity, innovation, or the ability of 
United States-based enterprises to 
compete with foreign-based enterprises 
in domestic.or export markets. 

This rule is not significant within the 
definition in DOT’s Regulatory Policies 
and Procedures, 49 FR 11034 (1979), in 
part, because it does not involve any 
change in important Departmental 
policies. Because the economic :impact 
should be minimal, further regulatory 
evaluation is not necessary. Moreover, 
the Maritime Administrator certifies that 
this rule will not have a significant 
economic impact-on.a substantial 
number of small entities. 

This rule does not significantly affect 
the environment. An environmental 
impact statement is not required under 
the National Environmental Policy Act 
of 1969. It has also been reviewed under 
Executive Order 12612, Federalism, and 
it has been determined that it does not 
have sufficient implications for 
federalism to warrant preparation of a 
Federalism Assessment. 

The rule contains existing reporting 
requirements, in §§ 272.12, 272.25 and 
272.41, which have the approval of the 
Office of Management and Budget 
(Approval No. 2133-0007). There are no 
additional reporting requirements in this 
rulemaking. 


List of Subjects ‘in 46 CFR Part 272 


Maritime carriers, Vessel 
maintenance and repairs. 

Accordingly MARAD proposes to 
revise 46 CFR part 272, to read as 
follows: 
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PART 272—REQUIREMENTS AND 
PROCEDURES FOR CONDUCTING 
CONDITION SURVEYS AND 
ADMINISTERING MAINTENANCE AND 
REPAIR SUBSIDY 


Subpart A—General 


Sec. 

272.1 
272.2 
272.3 


Purpose. 
Sco 


pe. 

General definitions. 

272.4 Effective date. 

272.5 Prior instructions superseded. 

Subpart B—Requirements and 

for Determining the Condition of Eligible 

Vessels 

272.11 Scope. 

272.12 Determining the condition of eligible 
vessels. 

272.13 Operator's responsibilities. 

272.14 Survey procedures. 

272.15 Execution of condition survey 
reports, 

272.16 Non-compliance with survey 
requirements. 


Subpart C—Eligibility Criteria for M&R 

Subsidy; Substantiation of M&R Expenses 

272.21 General eligibility criteria. 

272.22 Improvements and other similar 
work. 

272.23 Examples of ineligible expenses. 

272.24 Subsidy repair summaries. 

272.25 Requirements for subsidy repayment. 


Subpart D—Penalties 
272.31 Determination of penalty. 
272.32 Mitigation of penalty. 
272.33 Penalty appeals. 
Subpart E—Examination, Audit, Review, 
and Appeal Procedures 
272.41 Requirements for examination and 
allocation of M&R expenses. 

272.42 Audit requirements and procedures. 
272.43 Review and appeal procedures. 
272.44 Dates. 

Authority: Sec. 204(b), 603 and 606, 
Merchant Marine Act, 1936, as amended (46 
U.S.C. 1114(b), 1173, 1176); 49 CFR 1.66. 


Subpart A—General 


§ 272.1 Purpose. 

The purpose of this part is to prescribe 
the requirements and procedures for 
determining the condition of vessels 
receiving operating-differential subsidy, 
to prescribe the requirements for 
reporting and substantiating 
maintenance and repair expenses, and 
to establish the criteria and procedures 
for determining whether a maintenance 
and repair expense is subsidizable. 


§ 272.2 Scope. 

Except as otherwise provided in 
subpart B of this part, the provisions of 
this part apply only to vessels operating 
under an operating-differential subsidy 
agreement which provides for the 
payment of maintenance and repair 
subsidy, except that this part does not 


apply to any vessel operating under an 
operating-differential subsidy agreement 
for the carriage of bulk raw and 
processed agricultural commodities from 
the United States to the Union of Soviet 
Socialist Republics, pursuant to part 294 
of this chapter. 


§ 272.3 Definitions. 

For the purposes of this part: 

(a) Act means the Merchant Marine 
Act, 1936, as amended. 

(b) Marad means the Maritime 
Administration, a unit of the United 
States Department of Transportation, as 
distinguished from the Board (which is a 
unit of MARAD). 

(c) Board means the Maritime Subsidy 
Board of the Maritime Administration. 

(d) Domestic Origin: (1) Labor. With 
respect to labor, Domestic Origin means 
that the work shall be performed by a 
ship repair facility located in the United 
States or Puerto Rico, performed by a 
US. citizen independent contractor, or 
performed in the United States or Puerto 
Rico by the Operator's own shore gang, 
using only the labor of persons who, 
whether U.S. citizen’s or aliens, are 
domiciled in the United States or Puerto 
Rico. 

(2) Materials. With respect to 
materials, Domestic Origin means that 
all articles, materials, and supplies shall 
be of the growth, production or 
manufacture of the United States or 
Puerto Rico. 

(e) Eligible vessel means a vessel 
operated under an ODSA, other than an 
ODSA subject to part 294 of this 
chapter, which provides for the payment 
of M&R subsidy with respect to the 
operation of that vessel. 

(f} Equipment means that part of an 
Eligible Vessel that is not part of the 
vessel's hull or machinery. 

(g) Expendable Equipment means 
those articles, outfittings and furnishings 
that are portable, semi-portable or 
detachable, that are used in equipping a 
ship for service and in its normal day-to- 
day maintenance and operation, and 
that are subject to casual or gradual 
deterioration and replacement. It does 
not include items classified as stores 
and supplies or Spare Parts. 

(h) Improvement means work to be 
performed on an Eligible Vessel which is 
a modification, alteration, addition or 
betterment, which may be accomplished 
separtely from M&R, but may be eligible 
for M&R subsidy pursuant to § 272.23 of 
this part. 

(i) M&R and M&R Subsidy mean, 
respectively, maintenance and repairs 
and maintenance and repair subsidy 
payable pursuant to section 603 of the 
Act. 
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(j) ODS and ODSA refer, respectively, 
to operating-differential subsidy 
provided under an operating-differential 
subsidy agreement entered into 
pursuant to title VI of the Act. 

(k) Operator means any individual, 
partnership, corporation, or association 
that enters into an ODSA with the Board 
pursuant to title VI of the Act. 

(1) Permanent equipment means 
Equipment that is, or is intended to 
become when installed, an integral, 
permanent, built-in part of the vessel. 

(m) Region Office means any one of 
the four Maritime Administration Region 
Offices in New York, NY; New Orleans, 
LA; San Francisco, CA; and Chicago, IL; 
established pursuant to section 809 of 
the Act. 

(n) Spare Parts means such items as 
spare propellers and tailshafts and self- 
contained operable units of machinery 
or equipment, as well as those items 
generally recognized within the 
maritime industry as Spare Parts. 

(o) United States means the fifty 
individual states and the District of 


- Columbia. 


§272.4 Effective date. 

The provisions of this part apply to 
voyages of every Eligible Vessel which 
terminate on or after 


§272.5 Prior instructions superseded. 

The provisions of this part supersede 
any provisions of MARAD Circular 
Letters and Accounting Instructions 
applicable to M&R and dated prior to 
the effective date of these regulations to 
the extent that the provisions of this part 
may be inconsistent with the provisions 
of such prior instructions. 


Subpart B—Requirements and 
Procedures for Determining the 
Condition of Eligible Vessels 


§272.11 Scope. 

This subpart applies to any Eligible 
Vessei, other than one operating under 
an ODSA subject to part 294 of this 
chapter. 


§272.12 Determining the condition of 
eligible vessels. 


(a) General. The Operator of an 
Eligible Vessel shall make the vessel 
available whenever MARAD requires a 
vessel condition survey. 

(b) Survey events. MARAD may 
require a vessel condition survey for a 
vessel in each of the following 
instances: 

(1) At the commencement of the first 
subsidized voyage, except for a newly 
constructed vessel which enters 
subsidized service immediately upon 
delivery by the shipyard, and for which 
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there is a prior condition survey report. 
If that subsidized service commences 
outside the continental limits of the 
United States, the vessel may be 
surveyed at the first United States port 
of call; 

(2) At the commencement of the first 
voyage following the effective date for 
M&R subsidy established by MARAD, if 
such M&R rate was not established at 
the commencement of the vessel's first 
voyage; 

(3) Upon the discontinuance of an 
M&R subsidy rate; 

(4) Upon resumption of subsidized 
voyages after temporary withdrawal 
from subsidized operation. The vessel 
shall not be considered as having been 
temporarily withdrawn shall not be 
considered as having been temporarily 
withdrawn from subsidized service if it 
performed unsubsidized voyages in a 
subsidized service of the Operator; 

(5) Upon withdrawal from subsidized 
service, either temporarily (subject to 
the provisions of paragraph (d) of 
§ 272.14), or permanently; 

(6) During the drydocking period 
incident to the vessel’s American 
Bureau of Shipping Special Surveys; 

(7) Upon termination of the last 
voyage under the ODSA, or at the end of 
the contract period, with respect to 
subsidized vessels in idle status at that 
time; or 

(8) At any other time that MARAD 
considers to be appropriate. 


$272.13 Operator’s responsibilities. 

Whenever MARAD notifies an 
Operator that a survey of an Eligible 
Vessel is required under this section, the 
Operator shall: 

(a) Make the vessel immediately 
available for survey if the vessel is in a 
port of the United States at the time of 
notification; or make the vessel 
available for survey immediately upon 
arrival at the first port of call in the 
United States if the vessel is not in a 
port of the United States at the time of 
notification; and 

(b) Furnish to the Secretary of the 
Board the following: 

(1) A copy of each American Bureau 
of Shipping report and every other 
salvage association or damage survey 

_ report; and 

(2) Copies of certificates or other 
evidence of compliance with applicable 
laws, rules, and regulations as to vessel 
condition and operation, including, but 
not limited to, those administered by the 
United States Coast Guard, 
Environmental Protection Agency, 
Federal Communications Commission, 
Public Health Service, or their 
respective successors, and all applicable 


treaties and conventions to which the 
United States is a signatory. 
(Reporting requirements approved by the 
Office of Management and Budget under 
control number 2133-0007) 


§ 272.14 Survey procedures. 

(a) Prior to survey. Unless otherwise 
directed by MARAD, the Operator of a 
vessel which is required to be surveyed 
under this subpart shall contact the ship 
operations unit of the Region Office in 
which the survey is to-be conducted. 

(b) Operator’s assistance to surveyor. 
The Operator shall assist the marine 
surveyor performing the survey for 
MARAD and shall permit access by that 
surveyor to all parts of the vessel, its log 
books, and other officials records. The 
Operator may designate a 
representative to accompany the marine 
surveyor during the survey, but no 
Operator's representative is required to 
be present during the survey. 

(c) On-subsidy surveys. An on- 


subsidy survey consists of the following: 


(1) Vessel survey. This includes an 
inspection and the completion of reports 
by the surveyor, in sufficient detail to 
reveal a comprehensive picture of the 
conditions noted. 

(2) On-subsidy survey report. The on- 
subsidy survey report consists of: 

a) Ship Survey Report, Form MA-58; 
an 

(ii) As appropriate for the 
circumstances of the survey and the 
respective vessel, Forms MA-55 


_ (Turbines and Gears Report); MA-56 


(Tooth Contact Report); MA-57 
(Drydock Report); and MA-59 
(Measurements of Piston Rings and 
Grooves). 

(d) Off-subsidy surveys. An off- 
subsidy survey consists of the following: 

(1) Repair specifications. The 
Operator shall prepare and furnish to 
the appropriate Region Office detailed 
repair specifications covering all repair 
work attributable to completed 
subsidized service. 

(2) Off-subsidy report. The survey 
report for an off-subsidy survey consists 
of the repair specifications required by 
paragraph (c)(1) of this section, and the 
findings of the Region Office on these 
specifications after the survey required 
by paragraph (c)(2) of this section. 


§ 272.15 Execution of condition survey 
reports. 


Every survey report shall be signed 
b . 


y: 
(a) The Operator’s representative, 
when designated pursuant to § 272.13(a), 
but only if that representatives was in 
attendance during the survey; 
(b) The Operator’s superintendent 
engineer or equivalent; 
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(c) The marine surveyor who 
conducted the survey; and 

(d) The appropriate representative of 
the Region Office for the Region in 
which the survey was conducted. 


§ 272.16 Non-compliance with survey 
requirements. 

MARAD may disallow any one or 
more M&R claims otherwise eligible for 
subsidy if an Operator fails to: 

(a) Contact the appropriate Region 
Office as required by § 272.14(a); 

(b) Comply with provisions of 
§ 272.14(c)(1) with respect to repair 
specifications, or to make the vessel 
reasonably available for inspection 
before its next sailing; or 

(c) Comply with any other 
requirement specified in subpart B of 
this part. 


Subpart C—Eligibility Criteria for M&R 
Subsidy; Substantiaticn of M&R 
Expenses 


§ 272.21 General eligibility criteria. 


(a) Eligible maintenance and repairs. 
Costs of maintenance and repair are 
eligible for M&R subsidy participation if 
they are: 

(1) Performed on an Eligible Vessel; 

(2) Necessary, because of subsidized 
operation, for the maintenace and repair 
or replacement of damaged or worn 
parts of the vessel’s hull, machinery, or 
Permanent Equipment; 

(3) Uncompensated by insurance; 

(4) Considered fair and reasonable by 
the Board; 

(5) Of Domestic Origin; and 

(6) Otherwise eligible in accordance 
with provisions of this part. 

(b) Off-subsidy survey items. Any 
maintenance. and repair contained in an 
executed off-subsidy survey report is 
eligible maintenance and repair if: 

(1) Items in Paragraph (a) (1)-(6) of 
this section are met; 

(2) The work is accomplished by the 
Operator before or during the next 
drydocking period (periodic or 
otherwise); and 

(3) The vessel is either owned by the 
same Operator who owned it at the time 
of the off-subsidy survey, or ownership 
was transferred to the Federal 
Government pursuant to section 510 of 
the act. 

(c) Operator furnished items. In 
addition to the general requirements of 
paragraph (a) of this section, the cost of 
the Operator’s materials, supplies, or 
both, furnished by the Operator which 
are necessary to the performance of 
eligible maintenance and repair, is 
eligible for M&R subsidy if: 
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(1) The items for which the cost was 
incurred are issued by the Operator 
from ship's inventory or the Operator's 
shoreside inventory, or are issued by 
direct purchase to the ship repair yard, 
other independent contractor, or shore 
gang labor; and 

(2) No subsidy, whether M&R or 
otherwise, has previously been paid for 
such material, supplies, or both. 

(d) Costs associated with shore gang 
Jabor. In addition to the general 
requirements of paragraph (a) of this 
section, the costs incurred with respect 
to the Operator's employment of U.S. 
shore gang labor necessary for the 
performance of eligible maintenance 
and repair are eligible for M&R subsidy 
participation only if such costs are: 

(1) For direct labor charges; 

(2) For eligible Spare Parts, as 
described in paragraph (e) of this 
section; or 

(3) Incidental to the payment of wages 
for the direct labor, to the extent that 
such costs are required by State or 
Federal law or by collective bargaining 
agreements. 

(e) Spare Parts. Spare Parts are 
eligible for M&R subsidy if they are: 

(1) Necessary for eligible maintenance 
and repair; 

(2) Issued by the Operator from the 
Operator’s shoreside inventory or issued 
by direct purchase of a U.S. ship repair 
yard, U.S. independent contractor, or 
U.S. shore gang labor; and 

(3) Placed aboard an Eligible Vessel. 


§272.22 Improvements and other similar 
work. 


(a) Eligible expenditures. Any 
expenditure not in excess of $200,000 for 
work which the Operator and MARAD 
consider to be an improvement is 
eligible for M&R subsidy if otherwise 
eligible for such subsidy pursuant to 
provisions of this part. 

(b) Capital expenditures. An 
expenditure in excess of $200,000 for 
work which is not necessary for 
maintenance or repair shall be 
considered to be a capital expenditure, 
ineligible for M&R subsidy, except that 
work on an Eligible Vessel which the 
operator considers to be an 
Improvement is eligible for M&R subsidy 
if, before awarding this work: 

(1) The Operator submits a written 
request to the Director, Office of Ship 
Operations, for consideration of the 
expenditures; 

(2) The Director determines that the 
work is an Improvement and is 
technically acceptable; and 

(3) The Associate Administrator for 
Maritime Aids approves M&R subsidy 
for the work, as appropriate, pursuant to 
the provisions of title VI of the Act. 


(c) Improvements performed in more 
than one repair period. Whenever an 
Operator decides to spread the work 
incident to any Improvement over more 
than one repair period, the operator 
shall give written notice to the Director, 
Office of Ship Operations, prior to 
commencement of the work, as to the 
scope of work involved, expected 
benefits, and the number of voyages 
over which the work and the estimated 
total cost will be extended. 


§272.23 Examples of ineligible expenses. 
Expenses ineligible for M&R subsidy 
participation include, but are not limited 

to, the following examples: 

(a) Specialized improvements. Any 
expenditure or Improvement required to 
alter, outfit or otherwise equip a vessel 
for its intended subsidized service 
which MARAD determines should have 
been performed before the initial entry 
of the vessel into subsidized service; 

(b) Convenience items. Any 
expenditure for items that the Region 
Director determines to be aboard a ship 
only for the convenience of the Operator 
or crew members, and which are not 
considered integral parts of the vessel 
and are not required for seaworthiness, 
navigation or the health or well-being of 
the crew or passengers. 

(c) Unsupported expenses. Any 
expense item which the Operator fails to 
substantiate adequately with 
documentation, as required by § 272.25. 

(d) Untimely submission. Any 
expense included in either a repair 
summary or supplement which was not 
submitted by the operator within the 
required time period for M&R items and 
Marine Loss items as set forth in 
§§ 272.25 and 272.41, respectively, unless 
the Operator can prove that such 
untimeliness was due to circumstances 
beyond the Operator's control. 

(e) Untimely requests for review. Any 
disallowed expense item for which the 
Operator fails to make a timely request 
for review, as required by § 272.43. 

(f) Untimely appeals. Any expense 
item disallowed in the final 
determination by the Director, Office of 
Ship Operations, for which the Operator 
fails to make a timely appeal to the 
Board, pursuant to § 272.43. 

(g) Absence of notice of multi-repair 
period improvements. Any expenses for 
an improvement extending over more 
than one repair period in which the 
Operator did not notify the Director, 
Office of Ship Operations, as required 
by. § 272.22{c). 

(h) Cargo expenses. Any expense of 
special cargo fittings of a temporary 
nature, dunnage, ceiling, battens, the 
cleaning of cargo holds and tanks for 
cargo, the reading and certification of 
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temperatures for refrigerated cargoes, 
and similar expenses. 

(i) Stevedore damage. Any expense or 
any damage to the vessels or cargo gear 
directly attribuable to a stevedore. 

(j) Rented equipment. Any expense for 
the rental of Permanent or Expendable 
Equipment, such as compressors, paint 
floats, and other similar items for use by 
shore gangs or ship's crew on repair or 
other work, radar, radio telephone, and 
other similar items for use by ship’s 
crew in this operations. 

(k) Special requirements for trade 
routes. Any expense for the initial 
installation of equipment necessary for 
the vessel's particular trade route, such 
as Suez Canal davits, which should have 
been installed before the entry of the 
vessel into the particluar subsidized 
service. 

(1) General operating expenses. Any 
expense for the loading of stores, the 
landing and sorting of laundry, pilot 
service, tug charges, removing surplus 
equipment to warehouses, and other 
similar expenses which do not involve 
actual maintenance and repair. 

(m) Jtems attributable to unsubsidized 
operations. Any item of maintenance or 
repair that is clearly attributable to 
unsubsidized operation, including 
expenses noted on-subsidy surveys for 
repairs which clearly should have been 
made before departure from the last 
United States or Puerto Rican port on 
the first voyage: 

(1) In subsidized service, or 

(2) Upon resumption of subsidized 
operation following temporary 
withdrawal. 

(n) Overdue classification and 
inspection requirements. Any expenses 
for work required by a classification 
society or an agency of the Federal 
Government, which was due 
(irrespective of any grace period 
granted) and not completed before the 
first voyage: 

(1) In subsidized service, or 

(2) Upon resumption of subsidized 
operation following temporary 
withdrawal, except when such work is 
attributable to prior subsidized service. 

(o) Foreign maintenance and repairs. 
Any expense for any item of 
maintenance and repairs, including 
insurance repairs, that is performed 
outside the United States or Puerto Rico, 
and that is not of Domestic Origin. 

(p) Marine or other loss. Any part of 
an expense or a repair which is 
recovered or recoverable from an 
insurer or another party. 

(q) Consumables, expendables. Any 
procurement expense for consumables, 
expendables, and Expendable 
Equipment, when used or installed by 
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ship's crew or furnished for inclusion in 
ship's inventory, and any expense for 
maintenance, repair, or replacement of 
Expendable Equipment. 

(r) Excessive costs. Costs for 
maintenance and repair which MARAD 
considers excessive, after allowing the 
Operator an opportunity to present all 
relevant facts pertinent to such costs. 

(s) Overhead costs. Any expense 
included in shore gang labor charges 
which is an overhead items, as 
prescribed by 46 CFR part 232—Uniform 
Financial Reporting Requirements. 

(t) Guarantee items. Any expense for 
an item adjudged or noted as being a 
guarantee item of a construction or 
repair contractor. 


§ 272.24 Subsidy repair summaries. 

(a) Filing requirements. The Operator 
of an Eligible Vesse! shall submit to the 
appropriate MARAD regional Ship 
Operations Office a Subsidy Repair 
Summary (Form MA-140) for each 
quarter of a calendar year in which one 
or more of the Operator's Eligible 
Vessels (including any vessel which has 
been temporarily withdrawn from 
subsidized service) terminates a voyage. 
This quarterly report shall include 
supporting documents and information, 
as described in paragraph (c) of this 
section. This summary may be for either 
a single voyage or multiple voyages, and 
shall be filed not later than 120 days 
after: 

(1) The close of the calendar quarter 
in which a voyage is terminated, or 

(2) The date the reported vessel is 
temporarily or permanently withdrawn 
from subsidized service. 

(b) Form requirements.—(1) 
Availability and certification. MARAD 
will make available one copy of the 
Form MA-140 upon request. Each 
Operator shall furnish its own supply of 
the form and prepare each form for 
submission. Information on any Form 
MA-140 shall pertain to only one vessel. 
The Operator's superintendent engineer 
or other responsible official shall certify 
every summary submitted by an 
Operator in the following manner: 

This is to certify that, to the best of my 
knowledge and belief, and based on recorded 
entries through (Date), this is a true and 
correct statement of repair and maintenance 
expenditures for the period stated, and that 
the repair and maintenance items indicated 
as eligible for subsidy participation are 
reasonably attributable to service subsequent 
to commencement of the first voyage under 
the Operating-Differential Subsidy 
Agreement and were necessary, satisfactorily 
completed, and the price is fair and 
reasonable (exceptions are listed on separate 
page). 

(c} Categorization. The Operator shall 
exercise due diligence in identifying 


each item in the Form MA-140 within 
the following three separate categories: 

(1) Claimed for subsidy. This includes 
the following: 

(i) M&R, 

(ii) Spare Parts, 

(iii) Improvements. 

(2) Marine loss. If any M&R expense 
is incurred because of marine loss, the 
Operator shall list such an M&R 
expense under this separate category, 
and shall exclude such expense from the 
totals for the “Claimed for Subsidy” and 
“Non-Subsidized Items” categories 
provided for in this section. 

(3) Non-subsidized items. This 
category shall include builders’ 
guarantee items, foreign repairs, and 
other items of M&R expense not claimed 
for subsidy. 

(d) Required supporting documents 
and information.—(1)} General. The 
Operator shall support every item in the 
Form MA-140 with documents or other 
information, in sufficient detail to permit 
MARAD to determine the fairness and 
reasonableness of the prices for the 
submitted work. With respect to any 
claims for M&R performed outside the 
United States or Puerto Rico, the 
Operator shall submit with the claim a 
certificate, signed either by the Operator 
(if it uses its own shore gang labor or 
materials from its own inventory) or by 
an official of the ship repair yard or the 
independent contractor performing the 
work, stating that the maintenance and 
repairs were performed with materials, 
labor, or both, of Domestic Origin. 

(2) U.S. Independent contractors. If a 
U.S. independent contractor performed 
M&R work, the Operator shall support 
each such expense with one copy of the 
contractor’s invoices covering the work 
performed. If an invoice is not itemized 
and fully descriptive of the work 
performed with item prices, then the 
Operator shall attach to the contractor's 
invoice other supporting documentation, 
such as specifications, prepared in 
sufficient detail to permit a 
determination of the fairness and 
reasonableness of the prices for each 
segment of the work performed. 

(3) Operator's shore Gang. If an 
Operator’s own U.S. shore gang has 
performed any M&R work, the Operator 
shall submit with the Form MA-140 
specifications covering that work, 
prepared in sufficient detail (including 
the material and labor cost of each item) 
to permit a determination of the specific 
cost of each segment of work performed. 

(4) Operator furnished material. 
Whenever an Operator furnishes to a 
contractor material obtained either from 
the Operator’s own ship stores or 
shoreside inventory, or by direct 
purchase for a specific job, the Operator 
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shall include on the invoice, requisition 
form or other form of transfer 
memorandum the item number for which 
the material was used and the contract 
number covering the work performed. . 

(5) Spare parts. The Operator shall 
ensure that the invoice covering any 
Spare Part for an Eligible Vessel which 
is to be used or installed as an integral, 
permanent part of the vessel, indicates 
the specific piece or part of the vessel’s 
hull, machinery, or Equipment for which 
the Spare Part was obtained 

(6) Foreign repairs. Operators 
receiving M&R subsidy shall submit 
copies of all U.S. Customs entry forms 
detailing foreign expenditures on behalf 
of Eligible Vessels. The copies shall 
include all expenditures made during 
the quarter. 


(Approved by the Office of Management and 
Budget under Control Number 2133-0007) 


§272.25 Requirements for subsidy 
repayment. 

(a) Repayment of MER subsidy for 
compensated marine or other Joss. If an 
Operator eventually receives 
compensation from an insurer or any 
other person for a marine loss or any 
other loss for which M&R subsidy has 
been paid, the Operator shall repay to 
MARAD an amount equal to the amount 
of subsidy paid with respect to that loss. 

(b) Repayment of M&R subsidy for 
improvements—{1) Three year service 
requirement. If, within three years after 
the completion of an improvement for 
which M&R subsidy was paid, the 
Operator permanently withdraws the 
Eligible Vessel from the ODSA, the 
Operator shall repay to MARAD an 
amount equal to the amount of M&R 
subsidy paid with respect to that 
improvement unless MARAD shall have 
determined that such action was beyond 
the control of the Operator. 

(2) Repayment of M&R subsidy due to 
allocation of costs. If the allocation of 
total M&R costs required by § 272.41(e) 
of this part results in the allocation of a 
lesser amount of subsidizable M&R 
costs than were actually paid for during 
the calendar year, the Operator shall 
repay to MARAD the amount of ODS 
which was paid in excess of the 
allocated subsidizable costs. 

(3) Administration action. If an 
Operator fails to repay an M&R subsidy 
required to be repaid by this section, 
MARAD may either reduce any ODS 
payable by the amount of M&R subsidy 
required to be repaid by the section, or 
take any other action necessary to 
secure repayment. 
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Subpart D—Penatties 


§272.31 Determination of penalty. 

Operators whose Eligible Vessels 
have undergone foreign repairs, which 
MARAD determines are non-emergency 
in nature, may be subject to a penalty in 
an amount equal to the total cost 
(exclusive of applicable U.S. Customs 
duties) of such foreign repairs and 
purchases, such penalty to be effected 
by a deduction from the Operator's total 
ODS otherwise accrued. The Director, 
Office of Ship Operating Assistance, 
shall notify the Operator by letter with 
respect to: 

(a) MARAD's determination of a 
penalty and the reasons therefore; and 

(b) Whether the determination is final 
or subject to the submission of 
additional information. 


§ 272.32 Mitigation of penalty. 

The Director, Office of Ship Operating 
Assistance, may decide, after a non- 
emergency foreign repair occurs, to 
mitigate the penalty. Any mitigation of 
penalty shall be based on a 
determination that special 
circumstances existed at the time of 
repair. The Director shall not consider 
the difference in the price of foreign and 
domestic repair work in making this 
determination, and shall not grant prior 
approval of foreign repairs. In 
determining whether special 
circumstance existed, the Director shall 
consider, among others, the following 
factors. 

(a) The trading area of the vessel both 
before and after the repair was 
performed; 

(b) Loss of revenue and effect on 
vessel utilization if the vessel had 
returned to the United States for repairs; 

(c) The additional operating expense 
which would have resulted from a return 
to the United States to repair the vessel; 


and 

(d) Whether the repairs could have 
been deferred until return to the United 
States, taking into consideration the 
Coast Guard requirements for 
drydocking and special surveys. 


§ 272.33 Penalty appeals. 

The Operator may appeal final 
penalty determinations of the Director, 
Office of Ship Operating Assistance, to 
the Board, as provided in § 272.43(c) of 
this part. 


Subpart E—Examination, Audit, 
Review and Appeal Procedures 


§272.41 Requirements for examination 
and allocation of M&R expenses. 

(a) Examination requirement. 
Pursuant to the specific limitations on 
M&R subsidy in section 603 of the Act, 


the Region Office shall examine the 
expenses submitted by an operator on 
the Form MA-140 in order to determine 
eligibility to receive M&R subsidy and 
the reasonableness of such expenses. 

(b) Operator's responsibility. During 
the examination, the operator shall 
provide, at the request of the Director or 
other official of the Region Office, any 
further documentation or information 
necessary to support an M&R expense. 
If such documentation or information, 
including information required under 
paragraph (e) of this section, is not 
received at the Region Office on a timely 
basis, the Director or other official of the 
Region Office may disallow the M&R 
expense. 

(c) Notification of examination 
results. At the completion of the 
examination the Director or other 
appropriate official of the applicable 
Region Office shall notify the Operator 
by letter of the results of the 
examination and shall state the reason 
for each disallowance of an item 
claimed for subsidy and/or each non- 
approval of a marine loss item. 

(d) Record retention requirements. To 
facilitate an audit examination of M&R 
made pursuant to § 272.42 of this part, 
the Operator shall maintain files 
arranged by vessel and voyage, which 
shall include, at a minimum, a copy of 
the Region Office notice letter, a copy of 
the Form MA-140 with all supporting 
documents submitted therewith, and the 
condition survey report. The Operator 
shall retain all the required materials in 
files for not less than 3 years after 
competion of the audit. 

(Reporting requirements approved by the 
Office of Management and Budget under 
Control Number 2133-0007) 


(1) Limitation on approval. Any 
approval for payment of M&R subsidy 
for a subsidy for a marine loss time shall 
be subject to rescission or modification 
if the Operator subsequently receives 
insurance or other compensation for the 
item. The Region Finance Officer may at 
any time request verification that the 
Operator has not received such 
compensation. 

(2) Status report on approved marine 
loss items. The Operator shall advise 
the Region Finance Office by letter as to 
whether insurance or other 
compensation will be recovered for the 
marine loss item. The Operator is 
responsible for ensuring that the lettter 
reaches the applicable Region Office 
within 120 days after: 

(i) The date on which all repairs for 
damage attributed to the “Policy 
Voyage” (as defined in the Operator's 
insurance policy) are completed when 
the amount for such repairs does not 
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exceed the franchise or deductible of the 
policy, or 

(ii) The date of the underwriter’s 
rejection of the Operator’s marine loss 
insurance claim or claims. 

(e) Allocation of costs. An Operator 
shall allocate total M&R costs if an 
Eligible Vessel terminates voyages 
during the calendar year which were 
made: 

(1) In more than one subsidized 
service; or 

(2) In a subsidized service as well as 
in an unsubsidized service while under 
an ODSA; 

(f) Manner of allocation. The Operator 
shall allocate the total M&R costs of the 
vessel which have been approved by 
MARAD to all voyages terminating 
during the calendar year according to 
the ratio which the number of days in 
each voyage (determined in accordance 
with part 281 of this chapter) bears to 
the total voyage days of the vessel 
during the year. The Operator shall keep 
a record of these allocations and make 
these records available for any audit 
conducted pursuant to this part. 

(g) MGR subsidy payment. During any 
year in which the Operator is required 
to allocate total M&R costs, as described 
in paragraph (f) of this section, and if the 
other requirements of this part are 
satisfied, the Operator shall be eligible 
to receive M&R subsidy payments for 
repairs charged to each voyage at the 
rates determined by the Board as 
applicable to the service, and on the 
basis authorized by the ODSAs. 


§ 272.42 Audit requirements and 
procedures. 

(a) Required audit. MARAD shall 
audit the Operator’s M&R costs, as 
necessary, in conjunction with the audit 
of the Operator’s subsidizable expenses 
for the determination of final subsidy 
rates. The Operator shall substantiate 
those costs recorded on the books of 
account which have been approved by 
the Administration. 

(b) Notification of audit results. Upon 
completion of the audit, the Office of 
Financial Approvals of MARAD shall 
notify the Operator of the audit results, 
including the items disallowed and the 
reasons for such audit disallowable. 


§ 272.43 Review and appeal procedures. 

(a) Exclusive procedures. 
Notwithstanding the audit appeal 
procedures of part 205 of this chapter, 
the provisions of this section shall be 
the exclusive remedy available to an 
Operator for the review and appeal of 
any disallowance of subsidy for a M&R 
expense claimed or any penalty 
assessed pursuant to section. 
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(b) Request for review. An Operator 
may request review by: 


(1) The Director, Office of Ship 
Operations, with respect to any 
disallowance by the Region office of a 
claimed M&R expense, after receiving 
the notification required by § 272.41(c); 
or 

(2) The Director, Office of Financial 
Approvals, with respect to any 
disallowance of a claimed M&R 
expense, after receiving the notification 
required by § 272.42{b). 


(c) Timeliness of request. The 
Operator shall file all requests for 
review pursuant to paragraph (b) of this 
section within 30 days after the date of 
the audit notification. Any disallowance 
with respect to which the Operator fails 
to file a timely request for review shall 
be final and shall not be subject to 
appeal to the Board pursuant to 
paragraph (e) of this section. 

(d) Notification of review 
determination. The appropriate MARAD 
Office Director shall notify the Operator 
by letter, with respect to each timely 
filed review request, of the Director’s 
determination and the reasons for each 
disallowance and whether the 
determination is final or subject to the 
submission of additional information. 


(e) Appeal to the Maritime Subsidy 
Board—({1) Right to appeal. An Operator 
may appeal a MARAD Office Director's 
final determination issued pursuant to 
§ 272.32 (penalties) or § 272.43 (review 
of claims disallowance or of audit 
results) of this section to the Board in 
writing. 

(2) Contents and timeliness. The 
Operator shall set forth in any appeal 
the reasons for the Operator's objection 
to a disallowance of penalty and shall 
file such appeal with the Secetary of the 
Board within 30 days after the date of 
the notification sent to the operator by 
the appropriate Director pursuant to 
~ paragraph (d) of this section or § 272.33. 
The Board will grant no extensions of 
the 30-day filing period. 


§ 272.44 Dates. 


The dates noted on the letters or 
notificatioris sent to the Operator by 
officials of the Region Office, any 
Director or any other official of 
MARAD, pursuant to the provisions of 
this part, shall be conclusive for the 
purposes of determining the timeliness 
of any requests for review made under 
the provisions of this part. 


Dated: August 21, 1989. 


By Order of the Maritime Subsidy Board/ 
Maritime Administrator. 
James E. Saari, 
Secretary. 
[FR Doc. 89-20074 Filed 8-25-89 8:45 am] 
BILLING CODE 4910-¢1-m 


National Highway Traffic Safety 
Administration 


49 CFR Part 571 
[Docket No. 89-17; Notice 01] 
RIN 2127-AC62 


Safe Entry and Exit Requirements for 
Commercial Vehicles 


AGENCY: National Highway Traffic 
Safety Administration (NHTSA), DOT. 
ACTION: Request for comments. 


SUMMARY: This notice seeks comment 
on issues relating to a rulemaking action 
begun in 1980 when NHTSA granted a 
petition from the International 
Brotherhood of Teamsters requesting 
that the agency establish safe entry and 
exit requirements for commercial 
vehicles. NHTSA is seeking information 
that would update its data files on 
driver “slips and falls” from locations on 
the vehicle to which the driver had 
climbed to perform duties relating to the 
operation, servicing or maintenance of 
the vehicle or its equipment. This 
information is needed to assist the 
agency in assessing the next step in the 
rulemaking proceeding, i.e., continuing 
toward a proposed rule or terminating 
the rulemaking action. 


DATE: Comments on this notice must be 
received by the agency no later than 
October 12, 1989. 


ADDRESS: Comments should refer to the 
docket number and notice number and 
be submitted in writing to: Docket 
Section, National Highway Traffic 
Safety Administration, Room 5109, 400 
Seventh Street, SW., Washington, DC 
20590. Telephone: (202) 366-5267. Docket 
hours are 8:00 a.m. to 4:00 p.m. Monday 
through Friday. 

FOR FURTHER INFORMATION CONTACT: 
Mr. Scott Shadle, NRM-11, Office of 
Vehicle Safety Standards, National 
Highway Traffic Safety Administration, 
400 Seventh St., SW., Washington, DC 
20590. Telephone (202) 366-5273. 
SUPPLEMENTARY INFORMATION: This 
notice concerns a rulemaking action 
begun in 1980 when NHTSA granted a 
petition from the International 
Brotherhood of Teamsters (IBT) 
requésting that the agency establish safe 
entry and exit requirements for 
commercial vehicles. (45 FR 45336, July 
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3, 1980.) NHTSA is seeking information 
that would update its data files on 
driver “slips and falls” from locations on 
truck tractors and trailers to which the 
driver had climbed to perform duties 
relating to the operation, servicing or 
maintenance of the vehicle or equipment 
thereon. This information is needed to 
assist the agency in assessing the next 
step in the rulemaking proceeding. 

In April 1979, the IBT petitioned 
NHTSA to issue a regulation on “safe 
entry and exit from commercial 
vehicles” to address what petitioner 
called-“the alarming frequency of slip 
and fall injuries among professional 
drivers.” IBT made this request for three 
reasons: (1) At the time of the petition, 
petitioner believed that on-going 
rulemaking efforts by the formerly- 
named Bureau of Motor Carrier Safety 
of the Federal Highway Administration 
(FHWA) concerning step, handhold and 
deck requirements were proceeding to 
slowly; (2) the FHWA regulation would 
apply only to high profile cab-over- 
engine (COE) vehicles (i.e., a truck or 
truck-tractor having all, or the front 
portion, of the engine under the cab, and 
the door sill step above the height of the 
front tires), and petitioner believed “safe 
entry and exit” requirements should 
apply to all tractors and tractor-trailer 
combinations; and, (3) the FHWA 
regulation would apply only to vehicies 
operating in interstate commerce. The 
FHWA published its final rule on step, 
handhold and deck requirements in July 
1979, applicable to high profile COE 
trucks and truck-trailers manufactured 
on or after September 1,71982 (49 CFR 
part 399, subpart L; 44 FR 43730, July 26, 
1979.) 

NHTSA had granted the 1979 IBT 
petition because the agency had thought 
a safety problem may have existed. In 
its grant notice, NHTSA announced its 
intention to examine available data and 
determine whether to propose a new 
FMVSS to establish entry and exit 
requirements (i.e., some form of step, 
handhold, and deck requirements) for 
commercial motor vehicles. Since then, 
the agency has been unable to find data 
indicating a safety need for such a 
proposal for vehicles not already subject 
to FHWA entry and exit requirements. 

In light of the past public interest and 
administrative activity regarding entry 
and exit requirements, NHTSA is issuing 
this notice to obtain information that 
would assist the agency in determining 
whether further rulemaking appears to 
be warranted. Depending on the 
information provided by the comments 
and NHTSA’'s consideration of them, the 
agency may proceed to develop a 
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proposal or terminate the rulemaking 
action. 

NHTSA seeks responses from drivers, 
fleet owners, manufacturers and other 
parties to the following questions 
concerning driver “slip and fall” injuries 
from truck tractors and trailers. In 
responding to a particular question, 
NHTSA requests that interested persons 
provide any relevant factual information 
to support their conclusions or opinions, 
including but not limited to statistical 
data and estimated costs and benefits, 
and the source of such information. 

1. What is the frequency and severity 
of driver slip and fall injuries from 
trucks, truck trailers and trailers 
occurring annually, and under what 
conditions (weather, time of day, 
operations, etc.) and from which 
locations on the vehicle have drivers 
had the most falls? 

2. Which vehicles (make and model 
year) or type of vehicle (e.g., cab over 
engine) have been involved in driver slip 
and fall injuries? 

3. To what extent, if any, have 
mandated or voluntary actions by 
manufacturers addressed the frequency 
and magnitude of such injuries? 


Comments 
NHTSA solicits public comments on 
this notice. It is requested, but not 


required, that commenters provide 10 
copies of written comments and two 


copies of films, tapes, and other 
materials. 

All comments must not exceed 15 
pages in length. (49 CFR 553.21.) 
Necessary attachments may be 
appended to these submissions without 
regard to the 15-page limit. This 
limitation is intended to encourage 
commenters to detail their primary 
arguments in a concise fashion. 

If a commenter wishes to submit 
certain information under a claim of 
confidentiality, three copies of the 
complete submission, including 
purportedly confidential business 
information, should be submitted to the 
Chief Counsel, NHTSA, at the street 
address given above, and seven copies 
from which the purportedly confidential 
information has been deleted should be 
submitted to the Docket Section. A 
request for confidentiality should be 
accompanied by a cover letter setting 
forth the information specified in the 
agency's confidential business 
information regulation 49 CFR part 512. 

All comments received before the 
close of business on the comment 
closing date indicated above for this 
notice will be considered, and will be 
available for examination in the docket 
at the above address both before and 
after that date. To the extent possible, 
comments filed after the closing date 
will also be considered. Comments on 
the notice will be available for 
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inspection in the docket. NHTSA will 
continue to file relevant information as 
it becomes available in the docket after 
the closing date, and it is recommended 
that interested persons continue to 
examine the docket for new material. 

Those persons desiring to be notified 
upon receipt of their comments in the 
docket should enclose a self-addressed, 
stamped postcard in the envelope with 
their comments. Upon receiving the 
comments, the docket supervisor will 
return the postcard by mail. 

A regulatory information number 
(RIN) is assigned to each regulatory 
action listed in the Unified Agenda of 
Federal Regulations. The Regulatory 
Information Service Center publishes 
the Unified Agenda in April and 
October of each year. The RIN 
contained in the heading of this 
document can be used to cross reference 
this action with the Unified Agenda. 


List of Subjects in 49 CFR Part 571 


Imports, Motor vehicle safety, Motor 
vehicles. 

Authority: 15 U.S.C. 1392, 1401, 1407; 
delegation of authority at 49 CFR 1.50. 

Issued: August 21, 1989. 
Ralph J. Hitchcock, 
Acting Associate Administrator for 
Rulemaking. 
[FR Doc. 89-20207 Filed 8-25-89; 8:45 am] 
BILLING CODE 4910-59-M 





DEPARTMENT OF AGRICULTURE 
Forest Service 
Proposed Amendment to the Forest 


AGENCY: Forest Service, USDA. 


ACTION: Extension of public comment 
period. 


SUPPLEMENTARY INFORMATION: The 
Public Comment Period for the Draft 
Supplemental EIS and Proposed 
Amendment to the Forest Land & 
Resource t Plan (54 FR 
21646; May 19, 1989) has been extended 
from August 25, 1989, to September 25, 
1989. 


Gary E. Cargill, Regional Forester, 

Rocky Mountain Region, is the 
responsible official. 
FOR FURTHER INFORMATION CONTACT: 
Nick Greear, Forest Planner, 2250 
Highway 50, Delta, Colorado 81416, 
telephone (303}-874-7691. 

Dated: August 22, 1989. 

Roger A. Shepard, 

Acting Forest Supervisor. 

[FR Doc. 89-20214 Filed 8-25-99; 8:45 am] 
BILLING CODE 2410-11-28 


Packers and Stockyards 
Administration 


Certification of Central Filing System; 
Oregon 


The Statewide central filing system of 
Oregon has been previously certified, 
pursuant to section 1324 of the Food 
Security Act of 1985, on the basis of 
information submitted by Barbara 


Roberts, Secretary of State, for specified 


farm products produced in that State (51 


FR 43647, December 3, 1986, and 52 FR 
33260, September 2, 1987). 

The certification is hereby amended 
on the basis of information submitted by 
Barbara Roberts, Secretary of State, for 
all farm products produced in that State. 

This is issued pursuant to authority 
delegated by the Secretary of 
Agriculture. 

Authority: Sec. 1324(c)(2), Pub. L. 99-198, 99 
Stat. 1535, 7 U.S.C. 1691{c}(2)}; 7 CFR 
2.17(e{3), 2.56(a)(3), 51 FR 22795. 

Dated: August 22, 1989. 

B. H. (Bill) Jones, ; 
Administrator, Packers and Stockyards 
Administration. 

[FR Doc. 89-20157 Filed 8-25-89; 8:45 am] 
BILLING CODE 3410-KD-M 


DEPARTMENT OF COMMERCE 


International Trade Administration 
[A-588-015] 


Television Receivers, Monochrome 
and Coior, From Japan; Final Results 
of Antidumping Duty Administrative 
Review and Determination Not To 
Revoke in Part 


AGENCY: International Trade 
Administration/Import Administration, 
Commerce. 


ACTION: Notice of final results of 
antidumping duty administrative review 
and determination not to revoke in part. 


SUMMARY: On August 30, 1988, the 
Department of Commerce published the 
preliminary results of review and intent 
to revoke in part the antidumping 
finding on television receivers, 
monochrome and color, from Japan. The 
review covers seven manufacturers. 
and/or exporters of this merchandise to 


' the United States and various periods 


from April 1, 1980 through February 28, 
1987. 

We gave interested parties an 
opportunity to comment on the 
preliminary results and intent to revoke 
in part. Based on our analysis of the 
comments received and the correction of 
certain clerical errors, we have changed 
the final results for certain firms, and we 
have determined not to revoke the 
finding in part. 

EFFECTIVE DATE: August 28, 1989. 
FOR FURTHER INFORMATION CONTACT: 
Wendy j. Frankel, or J.E. Downey, or 
John R. Kugelman, Office of : 
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Monday, August 28, 1980 


Antidumping Compliance, International 
Trade Administration, U.S. Department 
of Commerce, Washington, DC 20230; 
telephone: (202) 377-3601/5222. 
SUPPLEMENTARY INFORMATION: 


Background 

On August 30, 1988, the Department of 
Commerce (the Department) published 
in the Federal Register (53 FR 33164) the 
preliminary results of antidumping duty 
administrative review and intent to 
revoke in part the antidumping finding 
on television receivers, monochrome 
and color, from Japan (36 FR 4597, 
March 10, 1971). A domestic party to the 
proceeding and two respondents 
requested in accordance with 19 CFR 
353.53a{a) that we conduct these 
administrative reviews. We have now 
completed these administrative reviews 
in accordance with section 751 of the 
Tariff Act of 1930 {the Tariff Act). 


Scope of Review 


Imports covered by the review are 
shipments of television receiving sets, 
monochrome and color, and se a9 but 
are not limited to, projection televisions, 
receiver monitors, and kits (containing 
all the parts n to receive a 
broadcast television signal and produce 
a video image). Not included are certain 
monitors not capable of receiving a 
broadcast signal, certain combination 
units, and certain subassemblies not 
containing the components essential for 
receiving a broadcast television signal 
and producing a video image. 

The review covers seven 
manufacturers and/or exporters of 
Japanese television receivers, 
monochrome and color, and various 
periods from April 1, 1980 through 
February 28, 1987. All reviewed periods 
are identified in the Final Results of 
Review section. 

Sharp Corporation failed to respond to 
our supplemental sales questionnaire for 
the second review period, covering April 
1, 1980 through March 31, 1981. The 
questionnaire covered sales between 
Sharp's home market related 
distributors and unrelated dealers. Funai 
Electric did not respond to our sales 
questionnaire for the eighth review 
period, covering March 1, 1986 through 
February 28, 1987. NEC did not respond 
to our cost-of-production questionnaire 
for the eighth review period. 

Therefore, for these three firms we 
used the best information available for 
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assessment and estimated antidumping 
duty deposit purposes. As best 
information available, we used 
information that was adverse to the 
firms. For Sharp, we used the highest 
rate for any company during the same 
period. For Funai, we used the 
company’s last rate as best information 
available. For NEC, we used the firm's 
own data as best information available, 
since this rate is in excess of the 
company’s previous rate. After 
publication of the preliminary results, 
NEC notified the Department of 
previously unreported purchase price 
sales to one customer during the seventh 
review period. NEC reported only sales 
quantities and dates, not sales values. 
As best information available for these 
transactions, we used the highest single 
purchase price margin in this review 
that we were able to verify. For cash 
deposit purposes, we used the weighted 
average sales price for each model to 
this customer, verified for reported 
sales, in order to calculate the weighted 


average dumping margin. 
Analysis of Comments Received 


We invited interested parties to 
comment on the preliminary results. At 
the request of two respondents, we held 
a public hearing on November 3, 1988. 
We received comments from Zenith; the 
Independent Radionic Workers of 
America, the International Brotherhood 
of Electrical Workers, the International 
Union of Electrical, Radio & Machine 
Workers, and the Industrial Union 
Department, AFL-CIO (the Unions); and 
six respondents, Fujitsu General, 
Hitachi, Mitsubishi Electric, NEC, 
Sanyo, and Sharp. 

In this final results notice, we have 
corrected the following inadvertent 
programming errors in our calculations: 
erroneous deductions of credit expenses 
from PP sales (NEC; fifth, sixth, and 
seventh reviews); and incorrect 
programming statements that omitted 
home market advertising expenses in 
the exporter’s sales price (ESP) offset 
(NEC; fifth, sixth, and seventh reviews). 
In addition, in response to comments 
concerning mathematical or clerical 
errors, we have corrected the following 
errors: Incorrect home market sales 
promotion expenses (NEC; fifth, sixth 
and seventh reviews), incorrect imputed 
interest for U.S. storage (Mitsubishi 
Electric; fifth and sixth reviews), 
incorrect calculation of time on the 
water (Mitsubishi Electric; sixth review), 
and incorrect export selling expenses 
(Mitsubishi Electric; fifth review). 

Mitsubishi Electric made certain 
errors in the calculation of its U.S. 
“Rebate 3” and U.S. warranty claims in 
preparing its computer tape. We 


corrected those errors to reflect the 
ratios reported in the narrative portion 
of its response. 

Finally, in our preliminary 
calculations for Fujitsu General and 
NEC, we inadvertently calculated the 
home market commodity tax according 
to the calculation methodology used to 
derive the tax forgiven on U.S. sales. We 
have corrected our calculations to 
reflect the verified commodity tax 
expenses in the home market. 

Comment 1; Zenith and the Unions 
argue that, under 19 CFR 353.54(a), the 
Department is not at liberty to exercise 
its authority to revoke antidumping 
determinations unless it is satisfied that 
there is no likelihood that less-than-fair- 
value (LTFV) sales will resume. 

Zenith and the Unions argue that the 
burden of proof that LTFV sales are not 
likely to resume falls on the respondent 
companies, Hitachi and Sanyo, and that 
neither has met it. The domestic parties 
allege that Hitachi and Sanyo's 
involvment in various other antidumping 
cases impugns these respondents’ 
credibility. Therefore, the Department 
should view skeptically the letters 
submitted by both respondents agreeing 
to the immediate reinstatment of the 
finding should LTFV imports occur. 

The Unions and Zenith argue that the 
following market conditions contribute 
to the probability that any future 
imports by Hitachi or Sanyo will be 
made at LTFV: the prices of color TVs in 
the United States have declined steadily 
over the past six years; Japanese 
production costs have been increasingly; 
other Japanese respondents have 
recently been found to be dumping; and 
the current dollar/yen exchange rate 
imposes unusually strong competitive 
pricing pressures on Japanese exporters. 
In addition, the domestic parties argue 
that prices have been kept low in the 
United States by imports from such 
countries as the Republic of Korea, 
Taiwan, Mexico, Malaysia, and 
Singapore. Imports from these countries 
apply downward pressure on the price 
level and influence all market 
participants. Thus, should Hitachi and 
Sanyo resume commercial shipments 
from Japan, they would have to sell at 
LTFV in order to be competitive in the 
U.S. market. 

The Unions allege that it would be 
easy for Hitachi and Sanyo to shift 
television production to lines now 
dedicated to other consumer items (such 
as color picture tubes). Zenith argues 
that the Japanese TV industry has 
excess production capacity, and that 
domestic demand cannot absorb all 
television production. Therefore, 
Japanese producers will need to find 
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other markets to accommodate this 
excess production. Zenith contends that 
as other countries (such as the E.C. 
nations) institute more restrictive import 
controls over consumer products, the 
Japanese will increasingly depend on 
sales in the U.S. market. This greater 
supply of Japanese TVs will result in 
keener competition and increase the 
likelihood of LTFV sales. 

The Unions contend that, since Sanyo 
and Hitachi have both been developing: 
Liquid Crystal Diode (LCD) televisions, 
both companies intend to resume 
shipments of televisions to the United 
States. Because of current market 
conditions, such sales will necessarily 
be made at LTFV and, therefore, should 
remain subject to the antidumping 
finding on televison receivers. 

Hitachi and Sanyo argue that they 
have no economic incentive to divert 
televisions sold in Japan to the U.S. 
market precisely because of the current 
unfavorable business climate in the 
United States. 

Sanyo claims that because production 
costs at its Mexican and U.S. facilities 
far undercut production costs in Japan, it 
would not resume shipments from Japan 
but would continue to supply the U.S. 
market from its U.S. and Mexican 
production facilities. Hitachi and Sanyo 
also contend that, contrary to Zenith’s 
argument, they are currently operating 
at full capacity and have had to import 
televisions from third countries in order 
to meet domestic demand. Moreover, 
Sanyo maintains that it does not 
produce LCD TVs, as is made clear by 
the fact that the company did not 
participate in the International Trade 
Commission's investigation concerning 
the effect of sales of LCD TVs in the U.S. 
market. 

Hitachi contends that Japan is no 
longer a viable export base for the 
majority of television receivers. The 
comparative advantage in television 
production has shifted to the United 
States and to other countries. The 
company notes that “[iJn view of high 
production costs and the high value of 
the yen it would make no sense for 
Hitachi to attempt to compete in the 
price sensitive segment of the U.S. 
market with television sets 
manufactured in Japan* * *” 

Both Hitachi and Sanyo dispute the 
domestic parties’ contentions that 
involvement in other antidumping cases 
and various other types of investigations 
impugn their integrity. Both respondents 
point out that they are not related to 
some of the firms noted by the domestic 
parties that are involved in other 
antidumping cases. 
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Department's Position: We determine 
that we cannot conclude from the 
evidence in the record that there is no 
likelihood of the resumption of LTFV 
sales by Hitachi and Sanyo. Consistent 
with our analysis in Canned Bartlett 
Pears from Australia (46 FR 43224, 
August 27, 1981), we have examined 
competitive pricing pressures and 
Market conditions in both the U.S. and 
the home market. In our tentative 
determinations to revoke (48 FR 37508; 
August 18, 1983; and 48 FR 44101, 
September 27, 1983), we stated: 

In evaluating the requests for tentative 
revocation, we have reviewed a large volume 
of data including: (1) information on recent 
Japanese domestic television production and 
investment; (2) current pricing trends for U.S. 
imports of Japanese television receiving sets; 
(3) European Communities’ market 
restrictions on the importation of such sets; 
and (4) the emergence of Taiwan and Korea 
as significant television set producers and 
exporters, with the consequence (sic) impact 
on prices in international markets. This 
information is disturbing. However, both 
companies have met the minimum 
requirements for our publishing this tentative 
determination to revoke in part. We intend to 
continue evaluating such factors in making 
any decisions in the future on these tentative 
determinations. 


We have examined these factors, as 
well as other factors, in light of evidence 
placed on the record by parties to this 
proceeding in order to determine 
whether there is a likelihood of resumed 
LTFV sales by Hitachi and Sanyo. Since 
publication of the tentative 
determination to revoke, the evidence 
shows that imports as a percentage of 
U.S. consumption have increased, 
competitive pricing pressures in the 
United States have become stronger, 
E.C. import controls have become more 
restrictive, and, at least through 1988, 
the yen has appreciated against the 
dollar, thereby making it more difficult 
for Japanese exporters to be competitive 
in the U.S. market without selling at 
LTFV. 

These market factors are important 
where, as in this case, there have been 
no shipments for many years, and there 
is therefore little information regarding 
these companies’ pricing practices. In 
this case, Hitachi provided no product- 
specific price data. Sanyo provided 
information on two hypothetical 
purchase price sales but provided no 
back-up documentation. A sample of 
two hypothetical sales is insufficient to 
determine that there is no likelihood of 
the resumption of LTFV sales after so 
many years of no shipments. 

Although the Japanese yen has been 
appreciating against the U.S. dollar, 
prices of Japanese TVs in the U.S. 
market have not risen at the same rate. 


In fact, prices of televisions in the 
United States have declined steadily 
over the past six years. However, 
because of conflicting evidence, we 
cannot determine whether the decline in 
Japanese market prices (excluding 
below-cost sales) has kept pace with 
that in the United States. During this 
same period, however, production costs 
in Japan have been rising. 

In the most recent administrative 
reviews of this finding (see, e.g., 
“Television Receivers, Monochrome and 
Color, From Japan; Final Results of 
Antidumping Duty Administrative 
Review” (52 FR 8940, March 20, 1987); 
and “Television Receivers, Monochrome 
and Color, From Japan; Final Results of 
Antidumping Duty Administrative 
Review,” (54 FR 13197, April 6, 1989)), 
we found substantial dumping margins 
for several Japanese respondents that 
have continued to export televisions 
from Japan for sale in the U.S. market. 
Competition in the U.S. market is further 
affected by television imports, including 
many at LTFV, from such countries as 
the Republic of Korea and Taiwan. 
Given the high production costs in Japan 
and the high value of the yen, it is 
difficult to see how Hitachi or Sanyo, if 
they were to resume shipments to the 
United States on a competitive basis, 
could compete in such a tight market 
without selling at LTFV. We have no 
reason to believe that present market 
conditions in the United States and 
Japan will change. 

Finally, we are aware that there are 
new technological trends in the 
television industry, such as liquid 
crystal diode (LCD) TVs, which are 
within the scope of this finding. 
Televisions using new technologies are 
likley to be developed and produced in 
Japan. We cannot predict who will enter 
this market, and the incentive to sell 
such products at LTFV will depend on 
competitive market pressures. However, 
given the number of companies 
currently pursuing the new technologies 
and the high production costs in Japan 
combined with the high value of the yen, 
it is difficult to conclude that there is no 
likelihood of selling the new products at 
LTFV in the future. 

For these reasons, we cannot 
conclude at this time that there is no 
likelihood of the resumption of LTFV 
sales by Hitachi or Sanyo. Therefore, we 
determine not to revoke, in part, the 
finding with respect to Hitachi and 
Sanyo. 

Comment 2: Zenith argues that the 
Department is required by statute to 
verify all information relied upon in 
making a determination to revoke. To 
satisfy this requirement, the Department 
may not rely on its method of asking 


35519 


Customs if any shipments were made 
and of interpreting Customs’ lack of 
response as an affirmative declaration 
of no shipments. Rather, the Department 
must conduct on-site verification even in 
no-shipment cases in order to determine 
whether or not to revoke. 

Department's Position: Since we have 
determined not to revoke the finding in 
part, this issue is moot. 

Comment 3: Zenith argues that the 
Department should implement the ruling 
of the Court of International Trade in 
Zenith v. United States (April 24, 1986) 
by adding to United States price (USP) 
the internal taxes rebated or forgiven 
upon exportation of the merchandise 
only to the extent that those taxes are 
“passed through” and included in the 
price of televisions sold in Japan. 

Department's Position: We do not 
agree with the court in Zenith but have 
not had an opportunity to appeal the 
decision on its merits. 

Consistent with our long-standing 
policy, we have not attempted to 
measure the amount of tax “passed 
through” to customers in the Japanese 
market. We do not agree that the 
statutory language limiting the amount 
of the adjustment to the amount of the 
commodity tax “added to or included in 
the price” of televisions sold in Japan 
requires the Department to measure the 
incidence of the tax in an economic 
sense. Furthermore, applying such an 
interpretation would be contrary to the 
obligations of the United States under 
the General Agreement on Tariffs and 
Trade (GATT). Article VI of the GATT 
prohibits a finding of dumping due 
solely to the exemption of the exported 
product from taxes in the country of 
origin—a result that the “pass-through” 
method could lead to. 

We agree that the amount of 
commodity tax forgiven by reason of the 
export of televisions to the United 
States must be added to USP under the 
statute. We calculated the adjustment 
by multiplying the ex-factory U.S. price 
by the tax rate and adding the result to 
USP. To avoid artificially inflating or 
deflating margins, we made 
circumstance of sale adjustments equal 
to the difference in the tax per unit, 
where appropriate. 

Comment 4: Zenith argues that the 
Department failed to account for what 
Zenith regards as interest income 
earned on deferred payments of rebates 
and discounts. 

Department's Position: We disagree. 
We have addressed this issue in past 
reviews of this case. See, e.g., Comment 
8 “Television Receivers, Monochrome 
and Color, From Japan; Final Results of 
Antidumping Duty Administrative 
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Review,” (52 FR 8940, March 20, 1987) 
and Comment 2, “Television Receivers, 
Monochrome and Color, From Japan; 
Final Results of Antidumping Duty 
Administrative Review,” (54 FR 13197, 
April 6, 1989). We avoid imputing 
expenses where a company quantifies 
the actual expenses and provides 
adequate documentation of those 
expenses. 

Comment 5: Zenith alleges that 
respondents may have included non- 
selling expenses as indirect selling 
expenses for the ESP offset to FMV. The 
Department should examine each of the 
items individually and make an 
affirmative determination that each 
claimed expense is, in fact, a selling 
expense. 

Department's Position: Zenith has not 
indicated which expenses may not be 
selling expenses. Without more specific 
allegations, the Department is unable to 
respond to detail. However, we have no 
reason to believe that the claimed 
expenses are not related to selling 
activities. Additionally, where 
verification has occurred, we have 
examined the nature of items selected 
for verification to establish that they are 
selling expenses. 

Comment 6: Zenith argues that the 
Department failed to deduct 
antidumping legal expenses from ESP. 

Department's Position: We do not 
agree that legal expenses associated 
with antidumping proceedings should be 
deducted from ESP because such 
expenses are not incurred in selling 
merchandise in the United States. See 
our position on Comment 3 in 
“Television Receivers, Monochrome and 
Color, From Japan; Final Results of 
Antidumping Duty Administrative 
Review,” (52 FR 8940, March 20, 1987) 
and on Comment 4 in “Television 
Receivers, Monochrome and Color, 
From Japan; Final Results of 
Antidumping Duty Administrative 
Review,” (54 FR 13197, April 6, 1989). 

Comment 7: Zenith contends that the 
Department should deduct from USP the 
actual amount of estimated antidumping 
duties paid by the respondents. 

Department's Position: We disagree. 
We do not consider estimated 
antidumping duties paid to be expenses 
related to the sales under consideration. 
See our position on Comment 5 in 
“Television Receivers, Monochrome and 
Color, From Japan; Final Results of 
Antidumping Duty Administrative 
Review", (54 FR 13197, April 6, 1989). 

Comment 8: Zenith argues that the 
Department should identify the direct 
and indirect components of U.S. 
commissions and should offset home 
market indirect selling expenses only up 


to the amount of the indirect component 
of U.S. commissions. 

Department's Position: We disagree. 
Respondents have demonstrated that all 
commissions paid to unrelated parties 
bear a direct relationship to the sales 
under consideration. Therefore, they are 
all direct selling expenses. See our 
position on Comment 6 in “Television 
Receivers, Monochrome and Color, 
From Japan; Final Results of 
Antidumping Duty Administrative 
Review,” (54 FR 13197, April 6, 1989). 

Comment 9: Zenith argues that the 
Department's policy of instructing 
Customs to collect cash deposits for 
future entries on the basis of the 
weighted average percentage of entered 
value understates the amounts that 
should be collected because the 
weighted average margin is calculated 
on the basis of USP, and USP will 
always be higher than entered values. 
Since the percentage calculated on the 
basis of USP will subsequently be 
applied to the lower entered value, this 
calculation will understate the 
estimated duty. Zenith urges the 
Department to calculate the deposit rate 
as a percentage of entered value. 

Department's Position: Section 731 of 
the Tariff Act defines an antidumping 
duty as the amount by which foreign 
market value exceeds United States 
price. We do not have the authority to 
calculate dumping margins on the basis 
of the difference between FMV and 
entered values. 

At the time of entry of any shipment, 
USP has yet to be determined. Since 
cash deposits of estimated antidumping 
duties are required at the time of entry, 
we instruct Customs to require such 
deposits expressed as a percentage of 
the only informatoin available, which is 
entered value. See our position on 
Comment 7 in “Television Receivers, 
Monochrome and Color, From Japan; 
Final Results of Antidumping Duty 
Administrative Review,” (54 FR 13197, 
April 6, 1989). 

Comment 10: Mitsubishi argues that 
the Department should calculate the 
commodity tax on U.S. sales on the 
basis of Mitsubishi's U.S. subsidiary's 
sales prices to its customers, instead of 
basing it on the transfer price less 
transportation costs and packing. 
Mitsubishi urges the Department to 
change this calculation in order to bring 
it more closely into accord with 
Japanese commodity tax law. 

Department's Position: We disagree. 
Japanese law provides several different 
methods for the assessments of 
commodity taxes; the amount of 
forgiven tax could be computed in a 
number of different ways. The 
Department, however, lacks the 


Federal Register / Vol. 54, No. 165 / Monday, August 28, 1989 / Notices 


resources to determine how each 
respondent would calculate the amount 
of forgiven commodity tax in every 
instance. The method we chose to 
calculate the tax is a reasonable one 
and is consistent with Japanese law. See 
our position on Comment 67 in 
“Television Receivers, Monochrome and 
Color, From Japan; Final Results of 
Antidumping Duty Administrative 
Review,” (54 FR 13197, April 6, 1989). 

Comment 11: Mitsubishi argues that 
the Department should not calculate 
separate margins for assessment and 
duty deposit purposes. 

Department's Position: In our 
preliminary results; we published 
separate margins for assessment and 
cash deposit purposes. For assessment 
purposes, we accounted for differences 
in taxation between the U.S. market and 
the home market by making a 
circumstance of sale adjustment for the 
tax differences. We made no such 
adjustment for cash deposit purposes. 
We have reconsidered this issue and 
have concluded that it is inappropriate 
to use different methodologies to 
calculate margins for assessment and 
cash deposit purposes. 

By using a different methodology for : 
cash deposit purposes, we were 
intending to determine an estimated 
dollar amount of duty deposit that 
would be as close as possible to the 
dollar amount to be assessed. Since the 
home market indirect tax, though added 
to USP pursuant to section 772(d)(1)(C) 
in our calculations for assessment 
purposes, is not actually paid by 
exporters, and therefore not acutally 
included in the invoice price most 
commonly used by the Customs Service 
as entered value, we believed that the 
deposit rate would be more accurate if it 
did not include the addition of the tax. 
Therefore, for cash deposit purposes, we 
did not include the circumstance of sale 
adjustment to FMV for the difference in 
taxes between the two markets. 


‘However, we now believe that the 


difference in taxes will be caused by 
many other factors in the calculation of 
FMV and USP, such as discounts, 
rebates, freight, other differences in 
circumstances of sale, and physical 
differences in merchandise. Given the 
practical impossibility of ever 
calculating a deposit-rate that will 
reflect actual dumping margins for 
future sales, we have concluded that the 
use of a single method of margin 
calculation for both assessment and 
deposit purposes is more appropriate. 

Comment 12: Mitsubishi argues that 
the Department should not deduct U.S: 
direct selling expenses from ESP, but 
instead should adjust FMV for 
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differences between the U.S. and home 
market expenses. As support for its 
argument, Mitsubishi cites the CIT’s 
decision in Timken Co. v. United States, 
673 F. Supp. 495 (1987). 

Department's Position: Section 
772(e)(2) provides that the Department 
shall deduct from ESP the amount of any 
expenses incurred on behalf of the 
exporter in the United States. We 
interpret this provision to cover both 
direct and indirect expenses. Section 
773(a)(4)(B) provides that adjustments 
shall be made to FMV to account for 
differences in circumstances of sale. We 
interpret this provision to mean that, in 
a purchase price transaction, FMV 
should be adjusted for differences 
between U.S. and home market selling 
expenses. Section 773(a)(4)(B) does not 
preclude the Department from applying 
the specific directions in section 
772(e)(2) regarding ESP transactions. 

Our consistent practice of deducting 
direct selling expenses from ESP is 
appropriate and reasonable under the 
statutory scheme because it allows us to 
account for all expenses attributable to 
sales in the United States (both direct 
and indirect). 

We disagree with the court's decision 
in Timken, and we are addressing this 
issue in a redetermination under remand 
in that case. We are also litigating this 
issue before the CIT in Zenith v. United 
States, Consolidated Court No. 88-02- 
00122. 

Comment 13: Mitsubishi notes that 
there is a methodological discrepancy 
concerning home market warranty 
expenses between the Department's 
analysis memorandum and its computer 
program; and urges the Department to 
treat the expenses as direct, as the 
analysis memo indicates. Mitsubishi 
argues taht its home market warranty 
expenses are direct selling expenses 
because payments to the service 
company are made at arm’s length, as 
shown by the service company’s 
profitability in the following year. 

Department's Position: We incorrectly 
considered these warranty expenses to 
be direct expenses in our analysis 
memorandum. However, in the computer 
program, we treated warranty expenses 
as indirect expenses. We consider these 
warranty expenses to be indirect selling 
expenses because the warranties were 
provided by related companies, and the 
respondent did not adequately 
demonstrate that payments to the 
service company were made at arm’s 
length. For such warranty coverage to 
be considered a direct selling expense, it 
must represent a variable cost incurred 
as the result of an arm’s length 
transaction. We cannot conclude that, 
merely because a related company with 


which MELCO did business was 
profitable, individual transactions 
between MELCO and the related 
company were at arm’s length. 

Comment 14: Sharp argues that during 
its disclosure conference, the 
Department failed to provide an 
explanation of the basis for its decision 
to use best information available (BIA). 

Department's Position: The purpose of 
a disclosure conference is to clarify how 
the Department computes its margins, 
not to discuss whether it was justified in 
applying a particular methodology or 
standard. As we stated in our 
preliminary results notice, our decision 
to use BIA was based on Sharp's failure 
to respond to our supplemental 
questionnaire. See also our response to 
Comment 15. 

Comment 15: Sharp asserts that the 
Department acted improperly in 
rejecting the statistical information used 
in the first notice of preliminary results 
for this period (48 FR 37506, August 18, 
1983) to calculate expenses between 
Sharp’s related distributors and 
unrelated dealers. Sharp claims that the 
Department has no valid reasons for 
rejecting the statistical information and 
that the Department cannot change its 
original preliminary results without 
substantial evidence to support such a 
change. Therefore, Sharp contends that 
the Department may not use BIA under 
these circumstances. 

Department's Position: As stated in 
our revised preliminary results notice of 
August 30, 1988, our decision to use BIA 
was based specifically on Sharp’s 
failure to respond to our supplemental 
questionnaire of August 1, 1986. In that 
document, we asked that Sharp provide 
data regarding prices between Sharp's 
related distributors and unrelated 
dealers in the home market. Sharp did 
not respond, even after we granted a 
one-month extension. 

After publishing the original 
preliminary results notice, we concluded 
that we had an inadequate basis for 
determining that Sharp's prices to 
related distributors were made at arm's 
length. Although in our original 
preliminary results we relied on 
statistical information, which was based 
on studies conducted by Japan’s 
Ministry of International Trade and 
Industry, we decided, for reasons 
identified in the record, that the 
statistical information was insufficient 
to demonstrate that sales between 
Sharp and its related distributors were 
at arm’s length. For that reason, we 
were not able to base our analysis on 
those sales. Therefore, we decided to 
request data on sales between Sharp's 
related distributors and its unrelated 
dealers. We would have used this 
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information as the basis for calculating 
FMV. Since Sharp did not respond to 
our supplemental questionnaire, we are 
resorting to BIA. 

Comment 16: Sharp asserts that even 
if the Department does use BIA, it 
should not use 3.37 percent, but should 
use the highest preliminary rate for the 
second administrative review period, 
which is 0.53 percent. 

Department's Position: We disagree. It 
is not appropriate to use a preliminary 
rate for assessment purposes. Instead, 
we have chosen as BIA the highest rate 
for any company during the same 
review period, which is 0.86 percent (50 
FR 24278, June 10, 1985). 

Comment 17: Fujitsu General asserts 
that the Department improperly denied 
as a direct expense a certain portion of 
advertising expenses. 

Department's Position: We allowed 
only the portions of the home market 
advertising claim covering the printing 
and manufacturing cost of catalogues. 
We disallowed all other portions of the 
claim because Fujitsu General could not 
adequately demonstrate at verification a 
relaticnship between the reported 
expenses and the sale of CTVs in the 
home market. 

Comment 18: Fujitsu General argues 
that the Department incorrectly 
disallowed the company’s trade credit 
and market rebate (TCMR) as a 
circumstance of sale adjustment directly 
attributable to color television sales and 
other products. 

Department's Position: We disagree. 
Fujitsu General presented a two-part 
TCMR claim: TCMR for CTVs and 
TCMR for “CTV/Other Products.” The 
company adequately demonstrated the 
relationship between TCMR for CTVs 
and sales of CTVs. However, the 
company could not provide an adequate 
explanation of the methodology used to 
allocate the TCMR for “CTV/Other 
Products.” Therefore, we disallowed 
that portion of the claim. 

Comment 19: Fujitsu General asserts 
that in calculating FMV, the Department 
should not have included sales to farmer 
cooperatives because such sales are not 
made in the principal markets or in the 
ordinary course of trade, or at the same 
level of trade. 

Department's Position: We disagree. 
In calculating foreign market value 
(FMV), we consider all home market 
sales of such or similar merchandise 
that are in the ordinary course of trade 
as the principal markets absent 
evidence that some markets should be 
excluded from the principal markets. 
Fujitsu General furnished no evidence 
that its principal markets were other 
than all markets in Japan or that certain 
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sales were not in the ordinary course of 
trade or at a different level of trade. The 
purpose of presuming that all home 
market sales are in the principal market 
absent evidence to the contrary is to 
enable the Department to make fair 
comparisons of sales to the United 
States (all of which are included in US 
price). 

Comment 20: NEC and Fujitsu General 
argue that in the settlement agreements, 
signed on April 28, 1980 by the 
Department and 22 importers, the 
Department agreed to determine FMV 
precisely as it had in the past, that is, to 
use “traditional methodology” in 
calculating home market advertising, 
sales promotion, and warranty 
expenses, and that the Department is 
therefore obligated to use the so-called 
“traditional methodology” in this 
review. ~ 

Department's Position: We disagree 
with NEC’s and Fujitsu General's 
interpretation of the phrase “traditional 
methodology.” See our position on 
Comment 28 in “Television Receivers, 
Monochrome and Color From Japan; 
Final Results of Antidumping Duty 
Administrative Review,” (52 FR 8943, 
March 20, 1987). We reiterate our 
position that in the 1980 settlement 
agreements, our commitment was: (1) To 
forgo the use of the commodity tax 
method for calculating FMV, previously 
applied by the Treasury Department; 
and (2) to rely upon information and 
data submitted by the Japanese 
respondents, provided that such data 
were adequate and verified. This 
commitment did not constitute an 
agreement to “freeze” the antidumping 
calculation methodology for television 
receivers from Japan in time as of 1980, 
regardless of improvements made in our 
methodology. 

Comment 21: According to NEC, the 
Department's regulations require a 
comparison of home market and U.S. 
sales made at the same commercial 
level of trade. Therefore, NEC argues, in 
calculating FMV for purchase price (PP) 
sales, the Department should use the 
sales by NEC Home Electronics 
(NECHE) to NEC’s related sales 
companies (NECSCs). If the Department 
uses the NECSCs’ sales to unrelated 
distributors to determine FMV, it is 
required by law to make an appropriate 
level of trade adjustment. 

NEC identifies three commercial 
levels of trade: (1) The “ex-factory” 
level is the exchange that occurs 
between the manufacturer and the 
distributor; (2) the “wholesale” level is 
the exchange between the distributor 
and the retailer; and (3) the “retail” level 
is the exchange between the retailer and 
the ultimate customer. According to 


NEC, prices at the ex-factory level 
reflect the cost of producing the 
television, plus the manufacturer's 
profit. Prices at the wholesale level 
reflect the cost of producing the 
television, the manufacturer's profit, 
plus the cost of the distributor's services 
and the distributor's profit. Finally, 
prices at the retail level of trade reflect 
the cost of producing the television, the 
manufacturer's profit, the cost of the 
distributor's services, the distributor's 
profit, plus the cost of the retailer's 
services and the retailer's profit. 

NEC contends that home market sales 
to related NECSCs, like U.S. PP sales to 
Original Equipment Manufacturers 


(OEMs), are made at the ex-factory level 


of trade and therefore should have been 
used to calculate FMV for U.S. PP sales. 
However, according to NEC, home 
market sales by the NECSCs to 
unrelated retailers are made at the 
wholesale level of trade and therefore 
do not constitute an appropriate base on 
which to calculate FMV for PP 
transactions. 

NEC asserts that the Department 
impermissibly disregarded sales 
between NECHE and the NECSCs solely 
on the grounds that such sales are 
transactions betwen related parties. 
NEC argues that the statute and the 
regulations contemplate use of sales to 
related persons as the basis for 
calculating FMV where such sales are at 
prices comparable to those that would 
have been charged to an unrelated 
buyer (arm's length transactions). 
According to NEC, the prices charged by 
NECHE to the NECSCs were at arm's 
length. NEC asserts that the Department 
can determine the arm's length nature of 
these transactions by comparing the 
prices between the NEC related parties 
with the prices of other TV 
manufacturers to unrelated distributors 
in Japan. NEC further contends that the 
Japanese tax authority’s acceptance of 
NECHE'’s prices to the NECSCs as the 
basis for the Japanese commodity tax 
confirms that such prices were not 
affected by the relationship between the 
parties. 

Alternatively, NEC contends that if, in 
the case of NECHE’s U.S. purchase price 
sales, the Department does not base 
FMV on sales transactions between 
NECHE and the NECSCs, but instead 
uses the prices charged by the NECSCs 
to unrelated retailers, the Department 
must make an adjustment to FMV for 
differences in levels of trade. NEC cites 
the CIT decision in Silver Reed America 
Inc. v. United States, 581 F. Supp. 1290, 
1296 (CIT 1984), in which the court 
stated that “sales at different levels of 
trade may not be comparable without 
appropriate adjustments.” NEC cites the 
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Department's regulations, which require 
that where the comparison of the U.S. 
price with the applicable price in the 
home market is not made at the same 
commercial level of trade, “the 
comparison will be made at the nearest 
comparable commercial level of trade 
and appropriate adjustments will be 
made for differences affecting price 
comparability.” (19 CFR 353.19 (1988)). 
In this scenario, according to NEC, the 
adjustment should be equal to the cost 
of distribution servicee incurred by the 
NECSCs in selling to unrelated retailers, 
i.e., the selling expenses that are 
incurred at the wholesale level of trade 
in Japan, but that are not incurred at the 
ex-factory level of trade (PP) in Japan. 

NEC asserts that it has provided the 
Department with the requisite level of 
trade data, and the Department is 
therefore obligated to allow an 
adjustment. 

Department's Position: We do not 
agree that prices charged by other 
manufacturers to unrelated distributors 
adequately demonstrate the arm's length 
nature of NECHE’s sales to related 
distributors (NECSCs) because products 
and production costs may differ from 
company to company. NEC has not 
provided any data indicating that 
related party sales between NECHE and 
the NECSCs were made at arm's length. 
Moreover, NEC has not adequately 
quantified the difference in price 
between the two markets (home market 
sales from NECSCs to unrelated 
distributors in Japan and PP sales from 
NECHE to unrelated U.S. distributors) 
attributable to the different levels of 
trade. 

The purpose of a level of trade 
adjustment is to create an “apples-to- 
apples” comparison of the United States 
price with foreign market value by 
adjusting the home market price at one 
level of trade to represent what the price 
would have been at a different level of 
trade. Any quantification of that 
adjustment must be based on 
differences in the home market. Thus, 
any determination as to whether a level 
of trade adjustment is warranted 
depends on the sufficiency of the 
evidence provided by NEC. See our 
“Revised Final Results of Antidumping 
Duty Administrative Review Pursuant to 
Court Remand, Portable Electric 
Typewriters from Japan”, December 7, 
1988. In the results of that remand, we 
noted a number of ways a respondent 
could demonstrate such cost differences. 
NEC did not provide such information 
before publication of the preliminary 
results, and we do not accept new 
information after the preliminary results. 
The burden is on the respondent to 
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support claims for adjustments. We 
reviewed all of the data submitted by 
NEC in light of the criteria outlined in 
results of the PETs remand. Since NEC 
provided no data indicating that cost 
differences between the two markets 
were solely attributable to differences in 
levels of trade, we determine that no 
level of trade adjustment is warranted. 

Comment 22: NEC contends that the 
Department's model-specific 
methodology for calculating advertising, 
sales promotion, and warranty expenses 
departs from the Department's 
traditional methodology. 

Department's Position: We disagree 
with NEC’s interpretation of the phrase 
“traditional methodology.” See our 
position on Comment 20. 

For our treatment of advertising and 
sales promotion expenses, see our 
position on Comment 25. For our 
treatment of warranty expenses, see our 
position on Comment 27. 

Comment 23: NEC asserts that the 
Department should have based FMV on 
sales in the company’s “principal 
markets” rather than in all markets in 
Japan, by excluding certain remote, non- 
competitive regions of Japan. 

Department's Position: We disagree. 
In calculating FMV, we use all home 
market sales of such or similar 
merchandise that are in the ordinary 
course of trade and in the usual 
commercial quantities unless there is 
evidence that certain markets should be 
excluded. See our position on Comment 
19. NEC furnished no evidence that its 
principal markets were other than all 
markets in Japan, and we were therefore 
unable to substantiate its claim. 

Comment 24: NEC asserts that the 
Department violated the Administrative 
Procedure Act (APA) by examining 
sales in all markets in Japan to calculate 
FMV while the statute provides that 
only sales in the principal markets be 
used. The Department's practice 
constitutes rulemaking, and the 
Department cannot adopt rules without 
following the notice and comment 
requirements of the APA. As support for 
its position, NEC cites the Court of 
International Trade decisions in JPSCO 
v. United States, 687 F. Supp. 614, 628 
(CIT May 4, 1988), and Carlisle Tire and 
Rubber v. United States, 634, F. Supp. 
419 (CIT 1986). 

Department's Position: We disagree. 
Because NEC furnished no evidence that 
its principal markets were other than all 
markets in Japan, we based our FMV 
_ analysis on all markets in Japan. This 

practice is, at most, a general statement 
of policy, to which the APA notice and 
comment requirements do not apply (5 
U.S.C. 553{b)(3)(A)). 


We gave NEC and the other 
respondents notice and an opportunity 
to comment on the practice that NEC 
contesis. The administrative process 
would be severely constrained if the 
Department were only permitted to 
apply methodologies that had been 
promulgated pursuant to the APA. 

The CIT decisions in Carlisle and 
IPSCO are not relevant. In Carlisle the 
court ruled that Commerce could not 
automatically disregard dumping 
margins of 0.5 percent of less as de 
minimis without first promulgating a 
Tule to that effect pursuant to the APA. 
In IPSCO the court held that the 
Department must similarly follow APA 
procedures before automatically 
allocating certain grants over 15 years. 
Although we do not necessarily agree 
with the court's decisions, these cases 
involved the automatic application of an 
exact numerical standard in an 
administrative determination without 
regard to the particular facts presented 
in the case. 

In this case, NEC failed to provide 
enough information regarding its 
principal markets to support a 
determination that particular sales 
should be excluded. The basis for 
rejecting NEC's claim was not that it 
conflicted with an absolute rule 
concerning the definition of principal 
markets. Rather, we merely followed the 
broad principle that there must be 
substantial evidence on the record to 
support claimed adjustments. Therefore, 
our determination was based on the 
particular facts of this case. 

Comment 25: NEC contends that the 
Department should not calculate 
advertising and sales promotion 
expenses on a model-specific basis 
because such an approach is arbitrary, 
lacks any rational basis, and does not 
accurately measure the advertising and 
sales promotion expenses associated 
with selling TVs. NEC argues that 
advertising and sales promotion are 
designed to increase sales of all models, 
regardless of the specific content of a 
particular advertisement. 

Department's Position: We agree that 
advertising and sales promotion 
expenses should be allocated on a 
product-line, rather than a model- 
specific, basis. Although we have used 
the model-specific allocation method in 
the past, we now believe that model- 
specific allocation: (1) Leads to 
inaccurate and erratic results in many 
instances since most companies do not 
keep advertising records on a model- 
specific basis; (2) is susceptible to 
manipulation by foreign companies in 
order to reduce dumping margins; and 
(3) is unnecessarily burdensome for both 
respondents and the Department. We 
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note, however, that for the eighth 
review, NEC did not provide any 
documentation to support its advertising 
expenses. Therefore, we denied the 
entire home marekt advertising claim. 
For that review, we allowed only the 
home market sales promotion claim and 
US. advertising and sales promotion 
expenses that we were able to verify. 

Comment 26: NEC asserts that the 
Department violated the APA by 
retroactively applying any 
methodologies other than the 
“traditional methodology” (See 
Comment 20) to the fifth, sixth, and 
seventh review periods. 

Department's Position: We disagree. 
We consider the methodological 
improvements that we applied in these 
reviews to be general statements of 
policy, which are not subject to the 
APA. See positions on Comment 24 in 
this notice and on Comment 1 in the 
“Final Determination of Sales at Less 
Than Fair Value: Color Televisions from 
Korea,” (49 FR 7620, March 1, 1984). 
Furthermore, there is no requirement 
that we apply changes in methdology 
only on a prospective basis. 

Comment 27: NEC contends that the 
Department should not calculate home 
market warranty expenses on a model- 
specific basis. Instead, the Department 
should use a weighted-average of the 
product-line warranty expenses. 

Department's Position: We disagree. 
We used the model-specific, weighted- 
average warranty expenses incurred 
during the past five years because the 
sales volume varied greatly from year to 
year. In our view, this allocation offers 
the best approximation of the eventual 
warranty costs for the sales under 
consideration. We calculate warranty 
expenses on a model-specific basis 
because, unlike advertising expenses, 
warranty expenses are inherently 
model-specific. Advertising may 
promote a product line or even a brand 
name, but repairs must be performed on 
a specific television set. 

Comment 28: NEC contends that the 
Department should have treated the 
warranty labor costs as direct expenses 
in both the home market and U.S. 
Market. 

Department's Position: Because NEC 
did not identify or quantify for its ESP 
sales which portions of its claimed U.S. 
warranty expenses were attributable to 
specific labor and parts, we considered 
the full warranty expenses to be direct 
selling expenses and adjusted ESP 
accordingly. From FMV we deducted 
only those portions of claimed home 
market warranty expenses which NEC 
demonstrated were directly related to 
sales of comparison model televisions. 
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Because NEC’s service contractor is 
related to NEC, we consider the labor 
portion of the warranty claim to be a 
fixed cost, not directly related to the 
sales under consideration. For such 
warranty coverage to be considered a 
direct selling expense, it must represent 
a variable cost incurred as the result of 
an arm's length transaction. However, 
we allowed home market warranty 
labor costs as indirect selling expenses 
in the ESP offset. 

Comment 29: NEC argues that the 
Department should not have classified 
NECHE’s home market and U.S. 
inventory carrying costs as indirect 
selling expenses, but as direct selling 
expenses. 

Department's Position: We disagree. 
The cost of carrying merchandise in 
inventory is indirect because such costs 
are incurred whether or not a sale is 
made. 

Comment 30: For the eighth review, 
NEC contends that the Department 
should not have accepted Zenith’s sales- 
below-cost allegation because the 
allegation was untimely. 

Department's Position: We consider 
Zenith’s allegation of sales below cost in 
the home market to have been submitted 
in a timely fashion because it was filed 
within one week after Zenith had been 
served with the proprietary version of 
NEC’s supplemental questionnaire 
response. Zenith based its allegations on 
information in NEC’s supplemental 
response. 

Comment 31: NEC contends that the 
Department deducted an incorrect 
amount for warranty parts cost for home 
market model C-14N12PV in the fifth 
and sixth administrative review periods 
and an incorrect amount for warranty 
labor in the sixth review period. 

Department's Position: We disagree. 
We reexamined NEC's warranty claims 
for these periods and determine that we 
deducted the correct amounts. 

Comment 32: NEC asserts that the 
Department overstated U.S. advertising 
costs in the eighth review period. 

Department's Position: We disagree. 
At verification for the eighth review, we 
discovered unreported advertising 
expenses in the United States. 
Therefore, we increased the deduction 
from USP for advertising expenses. 

Comment 33: NEC argues that the 
Department deducted an incorrect 
amount for home market credit costs 
incurred during the eighth review period. 

Department's Position: We disagree. 
We confirmed that we deducted the 
verified amount. 

Comment 34: NEC contends that the 
Department used an incorrect FMV for 
July sales of model CT-1901A(R) in the 
eighth review period. 


Department's Position: We disagree. 
Because NEC failed to respond to our 
COP questionnaire, we used the best 
information available to calculate FMV 
for NEC during the eighth review period. 
As BIA, we used NEC’s own price data. 
Because there were no sales in the same 
month in which the home market 
comparison model was made, we 
examined the 90 day back/60 day 
forward period and used the highest 
FMV. To do otherwise would reward 
respondents for not providing complete 
and accurate responses. 


Final Results of Review 


As a result of the comments received, 
we have revised our preliminary results 
for Funai, Fujitsu General, Hitachi, 
Mitsubishi, NEC, and Sanyo, and we 
determine that the following margins 
exist: 


04/01/83-03/31/84 
04/01/84-02/28/85 


04/01/86-02/28/87 
04/01/83-09/27/83 
03/01/86-02/28/87 


04/01/83-03/31/84 
04/01/84-02/28/85 
04/01/83-03/31/84 
04/01/84-02/28/85 
03/01/85-02/28/86 
03/01/86-02/28/87 
04/01/83-03/31/84 
04/01/84-02/28/85 
03/01/86-02/28/87 
04/01/80-03/31/81 


1No shipments the ; rate from last 
intents dan genale atm. 


The Department shall determine, and 
the Customs Service shall assess, 
antidumping duties on all appropriate 
entries. Individual differences between 
United States price and foreign market 
value may vary from the percentages 
stated above. The Department will issue 
appraisement instructions for each 
exporter directly to the Customs Service. 

As provided for in section 751(a) of 
the Tariff Act, a cash deposit of 
estimated antidumping duties based on 
the most recent of the above rates shall 
be required for the above firms, except 
for Fujitsu General and Mitsubishi. The 
deposit rates for Fujitsu General and 
Mitsubishi remain unchanged from the 
rates in the last results of review, 
published on February 11, 1988 (53 FR 
4050). For any shipments of this 
merchandise from Matsushita Electric 
Industrial Corporation (Matsushita), 
Victor Company of Japan (Victor), or 
Toshiba Corporation (Toshiba), the cash 


NOOA@OnNOaan @2an oun 


Federal Register / Vol. 54, No. 165 / Monday, August 28, 1989 / Notices 


deposit will continue to be the same as 
the rate published in the final results of 
the last administrative review for each 
of those firms (54 FR 13917, April 6, 
1989). Since the cash deposit for Hitachi 
Ltd. (Hitachi) is less than 0.5 percent 
and, therefore, de minimis for cash 
deposit purposes, the Department shall 
not require a cash deposit of estimated 
antidumping duties for Hitachi. 

For any future entries of this 
merchandise from a new exporter, not 
covered in this or prior reviews, whose 
first shipments occurred after February 
28, 1987, and who is unrelated to any 
reviewed firm, a cash deposit of 
estimated antidumping duties of 26.94 
percent shall remain in effect. This is the 
rate for Matsushita in the eighth review 
period (54 FR 13917, April 6, 1989). These 
deposit requirements are effective for all 
shipments of television receivers, 
monochrome and color, entered, or 
withdrawn from warehouse, for 
consumption on or after the date of 
publication of this notice and shall 
remain in effect until publication of the 
final results of the next administrative 
review. 

This administrative review and notice 
are in accordance with section 751(a)(1) 
of the Tariff Act (19 U.S.C. 1675(a)(1)) 
and 19 CFR 353.22. 

Dated: August 18, 1989. 

Eric L. Garfinkel, 

Assistant Secretary for Import 
Administration. 

[FR Doc. 89-20137 Filed 8-25-89; 8:45 am] 
BILLING CODE 3510-05-M 


National Oceanic and Atmospheric 
Administration 


Caribbean Fishery Management 
Council; Public Hearings 


AGENCY: National Marine Fisheries 
Service (NMFS), NOAA, Commerce. 
ACTION: Notice of public hearings and 
request for comments. 


summary: The Caribbean Fishery 
Management Council (Council) will hold 
public hearings on the management 
measures being considered by the 
Council for development of the Queen 
Conch Fishery Management Plan. Oral 
and written presentations will be 
accepted. 
DATES: Written comments will be 
accepted until October 11, 1989. 

The public hearings are scheduled as 
follows: 

1. September 11, 1989, 3:00 p.m., Lajas, 
Puerto Rico. : 

2. September 12, 1989, 3:00 p.m., 
Salinas, Puerto Rico. 
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3. September 13, 1989, 3:00 p.m., 
Fajardo, Puerto Rico. 

4. September 14, 1989, 3:00 p.m., 
Vieques, Puerto Rico. 

5. September 18, 1989, 3:00 p.m., 
Arecibo, Puerto Rico. 

6. September 20, 1989, 7:30 p.m., St. 
- Croix, U.S.V.L 

7. September 21, 1989, 7:30 p.m., St. 
Thomas, U.S.V.L 
ADDRESSES: Written comments should 
be sent to the Caribbean Fishery 
Management Council, Suite 1108, Banco 
de Ponce Building, Hato Rey, Puerto 
Rico 00918. 

The hearings will be held at the 
following locations: 

1. Lajas, Puerto Rico—Hotel Villa 
Parguera, La Parguera. 

2. Salinas, Puerto Rico—Club Nattico 
de Salinas, Road 701, Playa Salinas. 

3. Fajardo, Puerto Rico—El Mes6n 
Criollo, Road 987, Km. 3.2, Las Croabas. 

4. Vieques, Puerto Rico—Parador 
Esperanza, Rural Road, Km. 12, Bo. 
Esperanza. 

5. Arecibo, Puerto Rico—Club Nattic 
de Arecibo, Road 681, Km. 3, Bo. Vigia. 

6. St. Croix, U.S.V.1—Conference 
Room, Legislature Building, 
Christiansted. 

7. St. Thomas, U.S.V.1—Conference 
Room, Virgin Isle Hotel. 


FOR FURTHER INFORMATION CONTACT: 
Miguel A. Rolén, Executive Director, 
Caribbean Fishery Management 
Council, 809-766-5926. 

Dated: August 22, 1989. 
Richard H. Schaefer, 
Director of Office of Fisheries, Conservation 
and Management, National Marine Fisheries 
Service. 
[FR Doc. 89-20216 Filed 8-25-89; 8:45 am] 
BILLING CODE 3510-22-M 


Notice is hereby given that an 
Applicant has applied in due form for a 
Permit to take marine mammals as 
authorized by the Marine Mammal 
Protection Act of 1972 (16 U.S.C. 1361- 
1407), the Regulations Governing the 


Species Act of 1973 (16 
U.S.C. 1531-1544), and the regulations 
governing endangered fish and wildlife 
permit (50 CFR parts 217-222). 
1. Applicant: Geochemical and 
Environmental Research Group, 
of Oceanography, 
Texas A&M University, 10 South 
Graham Road, College Station, 
Texas 77840. 


2. Type of permit: Scientific research; 
scientific purposes. 

3. Name and number of marine 
mammals; Right whales (Eubalaena 
glacialis) 150. 

4. Type of take: The applicant proposes 
to take right whales by harassment 
during photographic studies. The 
study will involve photography for 
mark-capture population analyses, 
and boat based environmental 
monitoring to characterize the 
occurrence and ecological use 
patterns of right whales. 

5. Location of activity: Atlantic offshore 
waters of the southeast United 
States between Savannah, Georgia 
and Miami. 

6. Period of activity: 3 year period. 

Concurrent with the publication of 
this notice in the Federal Register, the 

Secretary of Commerce is forwarding 

copies of this application to the Marine 

Mammal Commission and the 

Committee of Scientific Advisors. 

Written data or views, or requests for 

a public hearing on this application 

should be submitted to the Assistant 

Administrator for Fisheries, National 

Marine Fisheries Service, U.S. 

Department of Commerce, 1335 East 

West Hwy., Room 7324, Silver Spring, 

Maryland 20910 within 30 days of the 

publication of this notice. Those 

individuals requesting a hearing should 

set forth the specific reasons why a 

hearing on this particular application 

would be appropriate. The holding of 
such hearing is at the discretion of the 

Assistant Administrator for Fisheries. 

All statements and opinions contained 
in this application are summaries of 
those of the Applicant and do not 
necessarily reflect the views of the 

National Marine Fisheries Service. 

Documents submitted in connection 
with the above application are available 


' for review by interested persons in the 


following offices: 


Office of Protected Resources and 
Habitat Programs, National Marine 
Fisheries Service, 1335 East West 
Hwy., Rm. 7324, Silver Spring, MD; 

Director, Northeast Region, National 
Marine Fisheries Service, 14 Elm 
Street, Federal Bidg., Gloucester, 
Massachusetts 01930; 

Director, Southeast Region, National 
Marine Fisheries Service, 9450 Koger 
Blvd., St. Petersburg, Florida 33702. 
Dated: August 22, 1989. 

Richard H. Schaefer, 

Director, Office of Fisheries, Conservation 

and Management, National Marine Fisheries 

Service. 

[FR Doc. 89~20217 Filed 8-25-89; 8:45 am] 

BILLING CODE 3510-22-% 


COMMITTEE FOR THE 
IMPLEMENTATION OF TEXTILE 
AGREEMENTS 


Adjustment of Import Limits for 
Certain Cotton, Wool and Man-Made 
Fiber Textile Products Produced or 
Manufactured in the Hungarian 


People’s Republic 


August 22, 1989. 

AGENCY: Committee for the 

Implementation of Textile Agreements 

(CITA). 

ACTION: Issuing a directive to the 

ee of Customs adjusting 
imits. 


EFFECTIVE DATE: August 30, 1989. 


FOR FURTHER INFORMATION CONTACT: 
Jerome Turtola, International Trade 
Specialist, Office of Textiles and 
Apparel, U.S. Department of Commerce, 
(202) 377-4212. For information on the 
quota status of these limits, refer to the 
Quota Status Reports posted on the 
bulletin boards of each Customs port. 
For information on embargoes and quota 
re-openings, call (202) 377-3715. 
SUPPLEMENTARY INFORMATION: 

Authority: Executive Order 11651 of March 
3, 1972, as amended; Section 204 of the 
Agricultural Act of 1956, as amended (7 
U.S.C. 1854). 


The current limits for certain cotton, 
wool and man-made fiber textile 
products from Hungary are being 
adjusted, variously, for swing, 
carryover, carryforward and unused 
carryforward. 

A description of the textile and 
apparel categories in terms of HTS 
number is available in the Correlation: 
Textile and Apparel Categories with the 
Harmonized Tariff Schedule of the 
United States (see Federal Register 
notice 53 FR 44937, published on 
November 7, 1988). Also see 53 FR 49342, 
published on December 7, 1988. 

The letter to the Commissioner of 
Customs and the actions taken pursuant 
to it are not designed to implement all of 
the provisions of the bilateral 
agreement, but are designed to assist 
only in the implementation of certain of 
its provisions. 

Auggie D. Tantillo, 

Chairman, Committee for the Implementation 
of Textile Agreemenis. 

August 22, 1989. 

Commissioner of Customs, 

Department a Treasury, 

W 20229. 

Dect be Comndeelonas This directive 
amends, but does not cancel, the directive 
issued to you on December 2, 1988 by the 
Chairman, Committee for the Implementation 
of Textile Agreements. This directive 





concerns imports into the United States of 
certain cotton, wool and man-made fiber 
textile products, produced or manufactured in 
Hungary and exported during the period 
which began on January 1, 1989 and extends 
through December 31, 1989. 

Effective on August 30, 1989, the directive 
of December 2, 1988 is amended to adjust the 
limits for the following categories, as 
provided under the provisions of the current 
bilateral agreement between the 
Governments of the United States and the 
Hungarian People’s Republic: 

Category and adjusted twelve-month limit * 
300/301—1,334,242 kilograms 
313—13,035,184 square meters 

410—037,383 square meters 


445/446—46,203 dozen of which not more 
than 34,652 dozen shall be in Category 445 
and not more than 34,652 dozen shall be in 


ograms 
645/646—102,912 dozen 
The Committee for the Implementation of 
Textile Agreements has determined that 
these actions fall within the foreign affairs 
exception to the rulemaking provisions of 5 
U.S.C. 553(a)(1). 
Sincerely, 
Auggie D. Tantillo, 
Chairman, Committee for the Implementation 
of Textile Agreements. 
[FR Doc. 89-20178 Filed 8-25-89; 8:45 am] 
BILLING CODE 3510-DR-M 


Adjustment of an Import Limit for 
Certain Man-Made Fiber Textile 
Products Produced or Manufactured in 
the People’s Republic of China 


August 22, 1989. 

AGENCY: Committee for the 

Implementation of Textile Agreements 

(CITA). 

ACTION: Issuing a directive to the 

> aaimanas of Customs increasing a 
t. 


EFFECTIVE DATE: August 22, 1989. 

FOR FURTHER INFORMATION CONTACT: 
Jerome Turtola, International Trade 
Specialist, Office of Textiles and 
Apparel, U.S. Department of Commerce, 
(202) 377-4212. For information on the 
quota status of this limit, refer to the 
Quota Status Reports posted on the 
bulletin boards of each Customs port or 
call (202) 566-6828. For information on 
embargoes and quota re-openings, call 
(202) 377-3715. 


1 The limits have not been adjusted to eccount for 
any imports exported after December 31, 1988. 


SUPPLEMENTARY INFORMATION: 

Authority: Executive Order 11651 of March 
3, 1972, as amended; Section 204 of the 
Agricultural Act of 1956, as amended (7 
U.S.C. 1854). 


The current limit for Category 643 is 
being increased for swing and 
carryforward. 

A description of the textile and 
apparel categories in terms of HTS 
numbers is available in the Correlation: 
Textile and Apparel Categories with the 
Harmonized Tariff Schedule of the 
United States (see Federal Register 
notice 53 FR 44937, published on 
November 7, 1988). Also see 53 FR 50276, 
published on December 14, 1988. 

The letter to the Commissioner of 
Customs and the actions taken pursuant 
to it are not designed to implement all of 
the provisions of the bilateral 
agreement, but are designed to assist 
only in the cian of certain of 
its provisions. 

Auggie D. Tantillo, 

Chairman, Committee for the Implementation 
of Textile Agreements. 

August 22, 1989. 

Commissioner of Customs, 

Department of Treasury, 

Washington, DC 20229 

Dear Mr. Commissioner: This directive 
amends, but does not cancel, the directive 
issued to you on December 6, 1988, by the 
Chairman, Committee for the Implementation 
of Textile Agreements. That directive 
concerns imports of certain cotton, wool, 
man-made fiber, silk blend and other 
vegetable fiber textiles and textile products, 
produced or manufactured in the People’s 
Republic of China and exported during the 
twelve-month period which began on January 
1, 1989 and extends through December 31, 
1989. 

Effective on August 22, 1989, the directive 
of December 6, 1988 is amended further to 
increase to 460,789 numbers ! the sublevel 
under Group II for man-made fiber textile 
products in Category 643, as provided under 
the provisions of the current bilateral textile 
agreement between the Governments of the 
United States and the People’s Republic of 
China. 

The Committee for the Implementation of 
Textile Agreements has determined that this 
action falls within the foreign affairs 
exception to the rulemaking provisions of 5 
U.S.C. 553({a)(1). 

Sincerely, 
Auggie D. Tantillo, 
Chairman, Committee for the Implementation 
of Textile Agreements. 
[FR Doc. 89-20177 Filed 8-25-89; 8:45 am] 
BILLING CODE 3510-DR-M 


1 The limit has not been adjusted to account for 
any imports exported after December 31, 1988. 
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In the letter to the Commissioner of 
Customs published on July 26, 1989 (54 
FR 31068), correct the 1989 level for 
Category 448, as adjusted, from 20,604 
dozen to 21,077 dozen. 

Auggie D. Taniillo, 

Chairman, Committee for the Implementation 
of Textile Agreements. 

[FR Doc. 89-20141 Filed 8-25-89; 8:45 am] 
BILLING CODE 3510-DA-M 


Adjustment of Import Limits for 
Certain Cotton and Wool Textile 
Products Produced or Manufactured in 
Macau 


August 22, 1989. 

AGENCY: Committee for the 
Implementation of Textile Agreements 
(CITA). 

ACTION: Issuing a directive to the 
Commissioner of Customs reducing 
limits. 


EFFECTIVE DATE: August 29, 1989. 


FOR FURTHER INFORMATION CONTACT: 
Diana Solkoff, International Trade 
Specialist, Office of Textiles and 
Apparel, U.S. Department of Commerce, 
(202) 377-4212. For information on the 
quota status of these limits, refer to the 
Quota Status Reports posted on the 
bulletin boards of each Customs port or 
call (202) 343-6495. For information on 
embargoes and quota re-openings, call 
(202) 377-3715. 
SUPPLEMENTARY INFORMATION: 
Authority. Executive Order 11651 of March 
3, 1972, as amended; sec. 204 of the 
Agricultural Act of 1956, as amended (7 
U.S.C. 1854). 


The current sublevels for certain 
categories in Groups I and II are being 
reduced for carryforward used in 1988. 

A description of the textile and 
apparel categories in terms of HTS 
numbers is available in the 
CORRELATION: Textile and Apparel 
Categories with the Harmonized Tariff 
Schedule of the United States (see 
Federal notice 53 FR 44937, 
published on November 7, 1988). Also 
see 53 FR 51297, published on December 
21, 1988. 

The letter to the Commissioner of 
Customs and the actions taken ant 
to it are not designed to implement all of 
the provisions of the bilateral 





agreement, but are designed to assist 
only in the implementation of certain of 
its provisions. 

Auggie D. Tantillo, 

Chairman, Committee for the Implementation 
of Textile Agreements. 


Committee for the Implementation of Textile 
Agreements 


August 22, 1989. 

Commissioner of Customs, 

Department of the Treasury, Washington, DC 
20229. 


Dear Mr. Commissioner: This directive 
amends, but does not cancel, the directive of 
December 16, 1988 issued to you by the 
Chairman, Committee for the Implementation 
of Textile Agreements. That directive 
concerns imports into the United States of 
certain cotton, wool, man-made fiber, silk 
blend and other vegetable fiber textiles and 
textile products, produced or manufactured in 
Macau and exported during the twelve-month 
period which began on January 1, 1989 and 
extends through December 31, 1989. 

Effective on August 29, 1989, the directive 
of December 16, 1988 is amended to reduce 
the sublevels for the following categories, as 
provided under the terms of the current 
bilateral agreement between the 
Governments of the United States and 
Macau: 


adjusted to account 
any imports exported after December 31, 1988. 


The Committee for the Implementation of 
Textile Agreements has determined that 
these actions fall within the foreign affairs 
exception to the rulemaking provisions of 5 
U.S.C. 553{a)(1). 

Sincerely, 
Auggie D. Tantillo, 
Chairman, Committee for the Implementation 
of Textile Agreements. 
[FR Doc. 89-20143 Filed 8-25-89; 8:45 am] 
BILLING CODE 3510-DR-M 


Adjustment of import Limits for 
Certain Cotton and Man-Made Fiber 
Textile Products Produced or 
Manufactured In Pakistan 


August 22, 1989. 

AGENCY: Committee for the 

Implementation of Textile Agreements 

(CITA). 

ACTION: Issuing a directive to the 

en of Customs adjusting 
ts. 


EFFECTIVE DATE: August 29, 1989. 


FOR FURTHER INFORMATION CONTACT: 
Anne Novak, International Trade 
Specialist, Office of Textiles and 
Apparel, U.S. Department of Commerce, 
(202) 377-4212. For information on the 
quota status of these limits, refer to the 
Quota Status Reports posted on the 
bulletin boards of each Customs port or 
call (202) 343-6498. For information on 
embargoes and quota re-openings, call 
(202) 377-3715. 


SUPPLEMENTARY INFORMATION: 


Authority. Executive Order 11651 of March 
3, 1972, as amended; Section 204 of the 
Agricultural Act of 1956, as amended (7 
U.S.C. 1854). 


The current limits for certain 
categories in Group I are being 
increased by application of swing. The 
limit for Categories 226/313 is being 
reduced to account for the swing being 
applied. 

A description of the textile and 
apparel categories in terms of HTS 
numbers is available in the 
CORRELATION: Textile and Apparel 
Categories with the Harmonized Tariff 
Schedule of the United States (see 
Federal Register notice 53 FR 44937, 
published on November 7, 1988). Also 
see 53 FR 50438, published on December 
15, 1988. 

The letter to the Commissioner of 
Customs and the actions taken pursuant 
to it are not designed to implement all of 
the provisions of the bilateral 
agreement, but are designed to assist 
only in the implementation of certain of 
its provisions. 

Auggie D. Tantillo, 

Chairman, Committee for the Implementation 

of Textile Agreements. 

Committee for the Implementation of Textile 

Agreements 

August 22, 1989. 

Commissioner of Customs, 

Department of the Treasury, Washington, DC 
20229. ; 


Dear Mr. Commissioner: This directive 
amends, but does not cancel, the directive 
issued to you on December 12, 1988, by the 
Chairman, Committee for the Implementation 
of Textile Agreements. That directive 
concern imports of certain cotton, man-made 
fiber, silk blend and other vegetable fiber 
textiles and textile products, produced or 
manufactured in Pakistan and exported 
during the twelve-month period which began 
on January 1, 1989 and extends through 
December 31, 1989. 

Effective on August 29, 1989, the directive 
of December 12, 1988 is being amended to 
include the following adjusted limits, as 
provided under the provisions of the current 
bilateral textile agreement between the 
Governments of the United States and 
Pakistan: 


The Committee for the Implementation of 
Textile Agreements has determined that 
these actions fall within the foreign affairs 
exception to the rulemaking provisions of 5 
U.S.C. 553({a)(1). 

Sincerely, 
Auggie D. Tantillo, 
Chairman, Committee for the Implementation 
of Textile Agreements. 
[FR Doc. 89-20139 Filed 8-25-89; 8:45 am] 
BILLING CODE 3510-DR-M 


import Limits for Certain Cotton, Woo! 
and Man-Made Fiber Textile Products 
Produced or Manufactured in Taiwan 


August 22, 1989. 

AGENCY: Committee for the 
Implementation of Textile Agreements 
(CITA). 

ACTION: Issuing a directive to the 
Commissioner of Customs amending 
limits. 


EFFECTIVE DATE: August 29, 1989. 

FOR FURTHER INFORMATION CONTACT: 
Jennifer Tallarico, International Trade 
Specialist, Office of Textiles and 
Apparel, U.S. Department of Commerce, 
(202) 377-4212. For information on the 
quota status of these limits, refer to the 
Quota Status Reports posted on the 
bulletin boards of each Customs port or 
call (202) 566-8791. For information on 
embargoes and quota re-openings, call 
(202) 377-3715. 

SUPPLEMENTARY INFORMATION: 

Authority: Executive Order 11651 of March 
3, 1972, as amended; Section 204 of the 
Agricultural Act of 1956, as amended (7 
U.S.C. 1854). 

The Coordination Council of North 
American Affairs and the American 
Institute in Taiwan agreed to amend the 
current Group II level and its Category 
659-H sublevel to conform with the 
Harmonized System. 

A description of the textile and 
apparel categories in terms of HTS 
numbers is available in the 





CORRELATION: Textile and Apparel 
Categories with the Harmonized Tariff 
Schedule of the United States (see 
Federal Register notice 53 FR 44837, 
published on November 7, 1988). Also 
see 53 FR 49345, published on December 
7, 1988. 

The fetter to the Commissioner of 
Customs and the actions taken pursuant 
to it are not designed to implement all of 
the provisions of the bilateral 
agreement, but are designed to assist 
only in the implementation of certain of 
its provisions. 

Auggie D. Tantillo, 

Chairman, Committee for the Implementation 
of Textile Agreements. 

Committee for the implementation of Textile 
Agreements 


August 22, 1989. 

Commissioner of Customs, 

Department of the Treasury, Washington, DC 
20229 


Dear Mr. Commissioner: This directive 
amends, but does not cancel, the directive 
issued to you on December 2, 1988 by the 


Chairman, Committee for the Implementation - 


of Textile Agreements. That directive 
concerns imparts of certain cotton, wool, 

an-made fiber, silk blend and other 
vegetable fiber textiles and textile products, 
produced or manufactured in Taiwan and 
exported during the period which began on 
January 1, 1989 and extends through 
December 31, 1989. 

Effective on August 29, 1989, the directive 
of December 2, 1988 is amended further to 
include increased limits for the following 
categories: 


The Committee for the Implementation of 
Textile Agreements has determined that 
these actions fall within the foreign affeirs 
exception to the rulemaking provisions of 5 
U.S.C. 553{a)(1}. 

Sinoerely, 
Auggie D. Tentillo, 
of Textile Agreements. 

[FR Doc. 89-20140 Filed 6-25-69; 8:45 am] 
BILLING CODE 3510-DR-%! 


Adjustment of import Limits for 
Certain Cotton end Man-Made Fiber 
Texti:3 Products Produced or 
Manufactured in Taiwan; Correction 


August 22, 1989. 

On page 29922 of the notice published 
in the Federal Register on July 17, 1989, 
third column, second paragraph under 
“SUPPLEMENTARY INFORMATION,” change 
“Group I” to “Groups I and i.” 

In the table on page 29923, the 
amended levels are in Groups I and IJ, 


Auggie D. Tantillo, 

Chairman, Committee for the Implementation 
of Textile Agreements. 

[FR Doc. 89-20142 Filed 8-25-89; 8:45 amj 
BILLING CODE 3510-DR-M 


COMMODITY FUTURES TRADING 
COMMISSION 


Chicago Mercantile Exchange; 
Proposed Amendment to 
Quality Specifications for the Live 


AGENCY: Commodity Futures Trading 
Commission. 

ACTION: Notice of proposed contract 
market rule change. 


summary: The Chicago Mercantile 
Exchange (“CME”) has submitted a 
proposed amendment to its live cattle 
futures contract which would reduce to 
four from eight the maximum number of 
yield grade 4 choice quality steers 
permitted in a delivery unit. The 
amendment as proposed would apply to 
newly listed contract months only, 
beginning with the October 1990 
contract month. In accordance with 
section 5a{12) of the Commodity 


has determined, on behalf of the 
Commission, that the proposed 
amendment is of major economic 
significance. On behalf of the 
Commission, the Division is requesting 
comment on this proposal. 

DATES: Comments must be received on 
or before September 27, 1989. 
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ADDRESSES: Interested persons should 
submit their views and comments to 
Jean A. Webb, Secretary, Commodity 
Futures Trading Commission, 2033 K 
Street, NW., Washington, DC 20581. 
Reference should be made to the 
proposed change in the maximum 
number of yield grade 4 steers 
deliverable on the CME live cattle 
futures contract. 


. FOR FURTHER INFORMATION CONTACT: 


Frederick V. Linse, Division of Economic 
Analysis, Commodity Futures Trading 
Commission, 2033 K Street NW., 
Washington, DC 20581, telephone {202} 
254-7303. 


SUPPLEMENTARY INFORMATION: The live 
cattle futures contract currently 
provides for the delivery at par of 40,000 
pounds of choice quality steers of yield 
grades 1, 2, and 3, with the average 
weight per steer in the delivery wit 
falling between 1,050 and 1,200 — 
The contract also provides for the 
delivery of a maximum of eight yield 
grade 4 choice quality steers in a single 
delivery unit. The existing terms of the 
contract provide that delivery units 
containing up to four yield grade 4 steers 
are deliverable at par. Delivery units 
containing more than four up to the 
existing limit of eight yield grade 4 
steers are subject to a discount of 15 
percent of the settlement price for each 
yield grade 4 steer in excess of four. 

The proposed amendment would 
reduce to four from eight the maximum 
number of yield grade 4 steers permitted 
in a delivery unit. Under proposed 
amendment, delivery units containing up 
to the revised maximum level of four 
yield grade 4 steers would continue to 
be deliverable at par. The CME 
proposes to apply the amendment only 
to newly listed contract months 
following Commission approval 
commencing with the October 1990 
contract month. Existing positions in the 
live cattle futures contract would not be 
affected. 

The CME submits that the proposed 
amendment is needed to keep the terms 
of the live cattle futures market 
consistent with prevailing cash market 
——— in particular, the CME states 

at: 

The Live Cattle futures contract calls for 
40,000 pounds of USDA estimated yield grade 
1, 2, 3, or 4 Choice quality grade live steers, 
averaging between 1,050 pounds and 1,200 
pounds. This is equivalent to approximately 
38 head at an average weight of 1,050 pounds, 
or 33 head at an average weight of 1,200 


pounds. 

Eight (6) head of yield grade 4 cattle 
comprises between 21 percent (at an average 
weight of 1,200 pounds) end 24 percent {at en 
average weight of 1,050 pounds) of the 





Federal Register / Vol. 54, No. 165 / Monday, August 28, 1989 / Notices 


delivery unit under current contract 
specifications. However, as the industry has 
moved to place a greater emphasis on leaner 
cuts of beef, current standards are much 
tighter, rarely allowing for more than 10% 
yield grade 4 cattle. This is equivalent to no 
more than four (4) head of yield grade 4 cattle 
in a delivery unit. 

The Exchange believes it is important to 
reduce the meximum number of yield grade 4 
steers permitted under the Live Cattle 
contract from eight (8) to four (4) to keep our 
contract consistent with prevailing cash 
market practice. Such a change would bring 
the contract closer in line with current 
industry practices and thereby make the 
contract a more effective hedging vehicle. 


The Division notes that the effect of 
the proposal will be to limit to four the 
maximum number of yield grade 4 steers 
that deliverers may include in a single 
delivery unit. 

Copies of the proposed amendment 
will be available for inspection at the 
Office of the Secretariat, Commodity 
Futures Trading Commission, 2033 K 
Street NW., Washington, DC 20581. 
Copies of the amended terms and 
conditions can be obtained through the 
Office of the Secretariat by mail at the 
above-address or by telephone at (202) 
254-6314. 

The materials submitted by the CME 
in support of the proposed amendment 
may be available upon request pursuant 
to the Freedom of Information Act (5 
U.S.C. 552) and the Commission's 
regulations thereunder (17 CFR part 145 
(1987)). Requests for copies of such 
materials should be made to the FOI, 
Privacy and Sunshine Act Compliance 
Staff of the Office of the Secretariat at 
the Commission's headquarters in 
accordance with CFR 145.7 and 145.8. 

Any person interested in submitting 
written data, views or arguments on the 
proposed amendments should send such 
comments to Jean A. Webb, Secretary, 
Commodity Futures Trading 
Commission, 2033 K Street NW., 
— DC 20581 by the specified 

ate. 


"Issued in Washington, DC on August 22, 
1989. 
Steven Manaster, 
_ Director, Division of Economic Analysis. 
[FR Doc. 89-20189 Filed 8-25-89; 8:45 am] 
BILLING CODE 6351-01-M 


DEPARTMENT OF DEFENSE 


Office of the Secretary 

Defense Science Board Task Force on 
Low Observable Technology 

ACTION: Notice of Advisory Committee 
Meetings. 


SUMMARY: The Defense Science Board 
Task Force on Low Observable 
Technology will meet in closed session 
on September 12-13, 1989 at the 
Pentagon, Arlington, Virginia. 

The mission of the Defense Science 
Board is to advise the Secretary of 
Defense and the Under Secretary of 
Defense for Acquisition on scientific and 
technical matters as they affect the 
perceived needs of the Department of 
Defense. At this meeting the Task Force 
will evaluate low observable 
technology. 

In accordance with section 10(d) of 
the Federal Advisory Committee Act, 
Pub. L. No. 92-463, as amended (5 U.S.C. 
App. Il, (1982)), it has been determined 
that this DSB Task Force meeting, 
concerns matters listed in 5 U.S.C. 
552b(c) (1) (1982), and that accordingly 
this meeting will be closed to the public. 

Dated: August 23, 1989. 

Linda M. Bynum, 

Alternative OSD Federal Register Liaison 
Officer, Department of Defense. 

[FR Doc. 89-20197 Filed 8-25-89; 8:45 am] 
BILLING CODE 3810-01-M 


Department of the Navy 


Chief of Naval Operations Executive 
Panel Advisory Committee; Closed 
Meeting 


Pursuant to the provisions of the 
Federal Advisory Committee Act (5 
U.S.C. App. 2), notice is hereby given 
that the Chief of Naval Operations 
(CNO) Executive Panel Advisory 
Committee Technology Surprise Task 
Force will meet November 14-15, 1989 _ 
from 9 a.m. to 5 p.m. each day, at 4401 
Ford Avenue, Alexandria, Virginia. All 
sessions will be closed to the public. 

The purpose of this meeting is to 
discuss the possibility of unexpected 
technological breakthroughs that vastly 
change warfighting capabilities. The 
entire agenda of the meeting will consist 
of discussions of key issues regarding 
the potential for unexpected technology 
breakthroughs that could have an acute 
impact on naval and other military 
forces. These matters constitute 
classified information that is specifically 
authorized by Executive order to be kept 
secret in the interest of national defense 
and is, in fact, properly classified 
pursuant to such Executive order. 
Accordingly, the Secretary of the Navy 
has determined in writing that the public 
interest requires that all sessions of the 
meeting be closed to the public because 
they will be concerned with matters 
listed in section 552b(c)(1) of title 5, 
United States Code. 


35529 
For further information concerning 
this meeting, contact: Faye Buckman, 
Secretary to the CNO Executive Panel 
Advisory Committee, 4401 Ford Avenue, 


Room 601, Alexandria, Virginia 22302- 
0268, Phone (703) 756-1205. 

Dated: August 23, 1989. 
Sandra M. Kay, 
Department of the Navy, Alternate Federal 
Register Liaison Officer. 
[FR Doc. 89-20167 Filed 8-25-89; 8:45 am] 
BILLING CODE 3810-AE-M 


Chief of Naval Operations Executive 
Panel Advisory Committee; Closed 
Meeting 


Pursuant to the provisions of the 
Federal Advisory Committee Act (5 
U.S.C. App. 2), notice is hereby given 
that the Chief of Naval Operations 
(CNO) Executive Panel Advisory 
Committee Technology Surprise Task 
Force will meet October 12-13, 1989 
from 9 a.m. to 5 p.m. each day, at 4401 
Ford Avenue, Alexandria, Virginia. All 
sessions will be closed to the public. 

The purpose of this meeting is to 
discuss the possibility of unexpected 
technological breakthroughs that vastly 
change warfighting capabilities. The 
entire agenda of the meeting will consist 
of discussions of key issues regarding 
the potential for unexpected technology 
breakthroughs that could have an acute 
impact on naval and other military 
forces. These matters constitute 
classified information that is specifically 
authorized by Executive order to be kept 
secret in the interest of national defense 
and is, in fact, properly classified 
pursuant to such Executive order. 
Accordingly, the Secretary of the Navy 
has determined in writing that the public 
interest requires that all sessions of the 
meeting be closed to the public because 
they will be concerned with matters 
listed in section 552(c)(1) of title 5, 
United States Code. 

For further information concerning 
this meeting, contact: Faye Buckman, 
Secretary to the CNO Executive Panel 
Advisory Committee, 4401 Ford Avenue, 
Room 601, Alexandria, Virginia 22302- 
0268, Phone (703) 756-1205. 

Dated: August 22, 1989. 

Sandra M. Kay, 

Department of the Navy, Alternate Federal 
Register Liaison Officer. 

[FR Doc. 89-20168 Filed 8-25-89; 8:45 am] 
BILLING CODE 3810-AE-™ 
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U.S.C. App. 2}, notice is hereby given 
that the Chief of Naval Operations 
(CNO) Executive Panel Advisory 
Committee Technology Surprise Task 
Force will meet September 19, 1989 from 
9 a.m. to 5 p.m, at 4401 Ford Avenue, 
Alexandria, Virginia. All sessions will 
be closed to the public. 

The purpose of this meeting is to 
discuss policy and budgetary matters of 
immediate Navy interest. The entire 
egenda of the meeting will consist of 
discussions of key issues regarding 
national security, maritime defense 
needs, defense policy, planning, and 
budgetary matters of immediate Navy 
interest. These matters constitute 
classified information that is specifically 
authorized by Executive order to be kept 
secret in the interest of national defense 


Advisory Committee, 4401 Ford Avenue, 
Room 601, Alexandria, Virginia 22302- 
02868, Phone [703) 756-1205. 

Dated: August 23, 1989. 
Sandre M. Kay, 
Department of the Navy, Alternate Federal 
Register Liaison Officer. 
[FR Doc. 89-20160 Filed 6-25-89; 8:45 am] 
BILLING CODE 2810-AE-M 


DEPARTMENT OF EDUCATION 
Assistance to States for Education of 
Children 


Handicapped Program; 
Intention te Compromise a Claim 


AGENCY: Department of Education. 


ACTION: Notice of intent to compromise 
a claim. 


SUMMARY: Notice is given that the 
Acting Deputy Under Secretary for 
Management intends to compromise a 
claim against the Massachusetts 
Department of Education now pending 
before the Education Appeal Board, 
Docket No. 12-(276)-88. 

DATE: Interested persons may express 
their opinions by submitting written 


counts of handicapped children 
submitted by Massachusetts 


data, views, or arguments on or before 
October 42, 1989. 

FOR tNFORMATION CONTACT: 
Additional information may be obtained 
by writing to Mr. Sergio Kapfer, Office 
of the General Counsel, Department of 
Education, 400 Maryland Ave., SW. 
(Room 4099, FOB-6)}, Washington, DC 
20202. 


SUPPLEMENTARY tRFORMATION: 

Part B of the Education of the 
Handicapped Act {EHA-8}, 20 U.S.C. 
1401, 1411-1420, assists State 
educational agencies (SEAs) in 
providing special education and related 
services to handicapped children. The 
regulations — this program, 
are at 34 CFR part 360. 

On May 23, 1988 the Assistant 
Secretary for Special Education and 
Rehabilitative Services issued a letter of 
final audit determination (FLD) 
disallowing $48,535 of fiscal year (FY) 
1983 and FT 1984 EHA-B funds awarded 
by this Department to the 
Massachusetts Department of Education 
(Massachusetts). The basis for this 
disallowance was the finding that the 


to calculate 
its FY 1983 and FY 1984 EHA-B awards 
were not supported by adequate . 
documentation. More specifically, 
Assistant Secretary concluded in the 
FLD that the Watertown School District 
had improperly included in its EHA-B 
child counts for the two years in 
question a total of 234 children whose 
eligibility to be counted could not be 
documented. Massachusetts filed a 
timely appeal of the FLD and the case 
was docketed for hearing before the 
Education Appeal Board. The parties 
filed briefs pursuant to a schedule 
ae Appeal 
Board panel hearing the case. 

As a result of settlement negotiations 
between the Assistant Secretary for 
Special Education and Rehabilitative 
Services and Massachusetts and a 
review of relevant materials, the Acting 
Deputy Under Secretary for 
Management proposes to compromise 
this claim for $31,000. The Acting 
Deputy Under Secretary for 
Management has determined that it 
would not be practicable or in the public 
interest to continue this proceeding. In 
addition, Massachusetts has provided 
adequate assurance that the practice 
which resulted in the claim has been 
corrected and will not recur. More 
specifically, Massachusetts has agreed 
that, for purposes of the child counts on 
which its future applications for EHA-B 
funds are to be based, it will include as 
eligible only those students with 
handicaps in the State who ere receiving 


special education and related services in 
accordance with an individualized 
education that meets the 
requirements of 34 CFR 300.340-300.349. 
This proposed compromise meets the 
requirements of section 452[f){1) of the 
General Education Provisions Act, 20 
U.S.C. 1234aff}{1) (1988), and will not 
adversely affect any other audit 

Fe currently pending before 
the Education Appeal Board. 

The public és invited to comment on 
the Acting Deputy Under Secretary's 
intent to compromise this claim. 
Additional information may be obtained 
by writing to Mr. Sergio Kapfer at the 
address given at the beginning of this 
Notice. 

Authority: 20 U.S.C. 1234a(f) (1982). 

Dated: August 22,1989. 

Gary j. Rasmussen, 
Acting Deputy Under Secretary for 
Management. 


[FR Doc. 89-20156 Filed 8-25-89; 8:45 am] 
BILLING CODE 4000-01-M 


Fund for the Improvement and Reform 
of Schools and Teaching Board; 
Closed Meeting 


AGENCY: Fund for the Improvement and 
Reform of Schools and Teaching Board. 


ACTION: Notice of a closed meeting. 


SUMMARY: This notice sets forth the 
schedule and agenda of a closed 
meeting of a subcommittee of the Fund 
for the Improvement and Reform of 
Schools and Teaching Board. This notice 
also describes the functions of the 
council. Notice of this meeting is 
required under section 10{a) (2) of the 
Federal Advisory Committee Act. 
DATES: August 14, 1989, 9:00 a.m—5:00 
p.m. (Closed) August 15, 1989, 9:00 
a.m.—5:00 pan. (Closed). 

aporess: U.S. Department of Education, 
555 New jersey Avenue, NW., Room 326, 
Washington, DC 20208-5524. 

FOR FURTHER INFORMATION CONTACT: 
Richard T. LaPointe, Director, Fund for 
the Improvement and Reform ef Schools 
and Teaching, U.S. Department of 
Education, 555 New Jersey Avenue, NW. 
Room 522, Washington, DC 20208-5524, 
(202) 357-6496. 

SUPPLEMENTARY INFORMATION: The 
Fund for the Improvement and Reform 
of Schools and Teaching Board (FIRST) 
is established under section $231 of the 
Hawkins-Stafford Elementary and 
Secondary School improvement 
Amendments of 1988 (Pub. L. 100-297). 
The Board is established to advise the 
Secretary concerning developments in 
education that merit his attention; 
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identifying promising initiatives to be 
supported under the authorizing 


legislation; and advise the Secretary and 
the Director of the Fund on the selection 
of projects under consideration for 
support, and on planning documents, 
guidelines and procedures for grant 
competitions carried out by the Fund. 

The Department is in the process of 

awarding grants under the Family- 
School Partnership Program and the 
Schools and Teachers Program to 
schools throughout the United States. 
During the closed meeting, the 
subcommittee reviewed grant proposals 
under these programs. Because of the 
need to award these grants at the 
earliest possible moment and because of 
scheduling difficulties, notice in the 
Federal Register could not be produced 
before the meeting was held. 

The meeting was closed under the 
authority of section 10{d) of the Federal 
Advisory Committee Act (Pub. L. 92-463; 
5 U.S.C. Appendix I) and under 
exemptions (4) and (6) of section 552b(c) 
of the Government in the Sunshine Act. 
(Pub. L. 94409; 5 U.S.C. 552b). This 
closed meeting involved discussion on 
matters that would have disclosed 
sensitive information about the 
applicants, funding levels and requests, 
and comments of expert reviewers who 
conducted the initial screening of 
applications. Any such discussion might 
disclose trade secrets and commercial 
or financial information obtained from a 
person and privileged or confidential, 
and disclose information of a personal 
nature where disclosure would 
constitute a clearly unwarranted 
invasion of privacy if conducted in open 
session. Such matters are protected by 
exemptions (c)(4) and (6) of section 552b 
of Title 5 U.S.C. 

A summary of the activities at the 
closed session and related matters, 
which are informative to the public 
consistent with policy of Title 5 U.S.C. 
552b will be available to the public 
within fourteen days after the meeting. 
Records are kept of all Council 
proceedings, and are available for 
public inspection at the office of the 
Fund for Improvement and Reform of 
Schools and Teaching, U.S. Department 
of Education, 555 New Jersey Avenue, 
NW. Room 522, W m, DC 20208- 
5524 from the hours of 8:30 a.m. to 5:00 
p.m. 

Dated: August 21, 1989. 

Bruno V. Manno, 

Acting Assistant Secretary Educational 
Research and Improvement. 

[FR Doc. 89-20235 Filed 2-23-89; 3:45 pm] 
BILLING CODE 4000-01-u 


DEPARTMENT OF ENERGY 
Energy Information Administration 


Agency Information Collections Under 
Review by the Office of Management 
and Budget 


AGENCY: Energy Information 
Administration. 


ACTION: Notice of requests submitted to 
the Office of Management and Budget 
for review. 


SUMMARY: The Energy Information 
Administration (EIA) has submitted the 
energy information collection(s) listed at 
the end of this notice to the Office of 
Management and Budget (OMB) for 
review under provisions of the 
Paperwork Reduction Act (Public Law 
96-511, 44 U.S.C. 3501 et seq.). 

The listing does not include 
information collection requirements 
contained in new or revised regulations 
which are to be submitted under section 
3504(h) of the Paperwork Reduction Act, 
nor management and procurement 
assistance requirements collected by the 
Department of Energy (DOE). 

Each entry contains the following 
information: (1} The sponsor of the 
collection (the DOE component or 
Federal Energy Regulatory Commission 
(FERC)); (2) Collection numbers); (3) 
Current OMB docket number {if 
applicable); (4) Collection title; (5) Type 
of request, e.g., new, revision, or 
extension; (6} Frequency of collection; 
(7) Response obligation, i.e., mandatory, 
voluntary, or required to obtain or retain 
benefit; (8) Affected public; (9) An 
estimate of the number of respondents 
per report period; (10) An estimate of the 
number of responses annually; (11) An 
estimate of the average hours per 
response; (12) The estimated total 
annual respondent burden; and (13) A 
brief abstract describing the proposed 
collection and the respondents. 

DATES: Comments must be filed on or 
before September 27, 1989. If you 
anticipate that you will be submitting 
comments, but find it difficult to do so 
within the period of time allowed by this 
notice, you should advise the OMB DOE 
Desk Officer listed below of your 
intention to do so as soon as possible. 
The Desk Officer may be teiephoned at 
(202) 395-3084. (Also, please notify the 
EIA contact listed below.) 


appress: Address comments to the 
Department of Energy Desk Officer, 
Office of Information and Regulatory 
Affairs, Office of Management and 
Budget, 726 Jackson Place, NW. 
Washington, DC 20503. (Comments 
should also be addressed to the Office 


of Statistical Standards at the address 
below.) 


FOR FURTHER INFORMATION AND COPIES 
OF RELEVANT MATERIALS CONTACT: Jay 
Casselberry, Office of Statistical 
Standards (EI-70), Energy Information 
Administration, M.S. 1H-023, 1006 
Independence Avenue SW., 
Washington, DC 20585. Mr. Casselberry 
may be telephoned at (202) 586-2172. 


SUPPLEMENTARY INFORMATION: The 

energy information collection submitted 

to OMB for review was: 

1. Energy Information Administration 

2. FERC-73 

3. 1902-0019 

4. Service Life Data 

5. Extension 

6. On occasion 

7. Mandatory 

8. Businesses or other for profit 

9. 26 respondents 

10. 26 responses annually 

11. The estimated average hours per response 
for each of the respondents is 210 burden 


hours. 

12. The estimated total reporting hours are 
5,460. 

13. The data collected on this form are used 
to perform service life analysis for oil 
pipeline properties. These data are 
necessary to determine book 
depreciation rates. 

Statutory Authority: Sec. es —s 13(b), 

and 52, Public Law NO. 93-275, F 

Energy Administration Act of og sa 

amended, 25 U.S.C. 764{a), 764{b), 772(b), and 

790a. 

Yvonne M. Bishop, 

Director, Statistical Standards, Energy 

Information Administration. 

[FR Doe. 89-20215 Filed 8-25-89; 8:45 am] 

BILLING CODE 6450-01-M 


Federal Energy Regulatory 
Commission 


[Docket Nos. RP&2-124-011, RP81-53-008, 
RP61-55-037, RP85-149-014} 


East Tennessee Natural Gas Co., Rate 
Filing Pursuant to Tariff Rate 
Adjustment Provisions 


August 21, 1989. 

Take notice that on August 15, 1989, 
East Tennessee Natural Gas Company 
(East Tennessee) hereby files ten copies 
of Substitute Fifty-First Revised Sheet 
No. 4 of its FERC Gas Tariff, Original 
Volume No. 1. 

East Tennessee states that in Opinion 
No. 282, the Commission determined 
that the Mcf-mile methodology is the 
appropriate allocation method on the 
East Tennessee system and ordered 
East Tennessee to phase in the Mcf-mile 
methodology completely by 1989. 
Specifically, the Commission ordered 
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East Tennessee to: (1) Amend its rates, 
effective September 1, 1987, to reflect a 
50-50 weighting of the first amendment, 
(2) amend its rates so that 75 percent of 
the composite zone rate differentials 
will be based upon the Mcf-mile 
methodology, and (3) in 1989, on the 
anniversary date, amend its rates so 
that 100 percent of the zone rate 
differentials shall be based on the Mcf- 
mile methodology. Accordingly, the 
instant filing is made in compliance with 
the terms of Opinion 282 in order to 
reflect, effective September 1, 1989, the 
100% weighting of the Mcf-mile 
methodology pursuant to the 
Commission's opinion. 

East Tennessee states that copies of 
the filing have been mailed to all of its 
jurisdictional customers and affected 
state regulatory Commissions. 

Any person desiring to protest said 
filing should file a protest with the 
Federal Energy Regulatory Commission, 
825 North Capitol Street, NE., 
Washington, DC 20426, in accordance 
with Rules 211 and 214 of the 
Commission's Rules of Practice and 
' Procedure. All such protests should be 
filed on or before August 28, 1989. 
Protests will be considered by the 
Commission in determining the 
appropriate action to be taken, but will 
not serve to make protestants parties to 
the proceeding. Any person wishing to 
become a party must file a motion to 
intervene; provided, however, that any 
person who had previously filed a 
motion to intervene in this proceeding is 
not required to file a further motion. 
Copies of this filing are on file with the 
Commission and are available for public 
inspection. 

Lois D. Cashell, 

Secretary. 

[FR Doc. 89-20159 Filed 8-25-89; 8:45 am] 
BILLING CODE 6717-01-M 


[Docket No. RP89-217-001] 


El Paso Natural Gas Co.; Revised Tariff 
Filing 


August 21, 1989. 

Take notice that on August 15, 1989, El 
Paso Natural Gas Company (“El Paso”) 
filed, pursuant to part 154 of the Federal 
Energy Regulatory Commission 
(“Commission”) Regulations Under the 
Natural Gas Act, Substitute Third 
Revised Sheet No. 368-B to its FERC 
Gas Tariff, First Revised Volume No. 1, 
as a revision to the filing made by El 
Paso on August 3, 1989 at Docket No. 
RP89-217-000. 

E] Paso states that the tariff sheets 
tendered on August 3, 1989, when 
accepted by the Commission and 


permitted to become effective, serve to 
clarify El Paso’s authority to selectively 
adjust (discount) its Order No. 500 
Throughput Surcharge for interruptible 
sales service. 

El Paso further states that the 
Commission Staff informally requested 
that El Paso further revise its revision to 
subparagraph 21.3(b) of section 21, 
Take-or-pay Buyout and Buydown Cost 
Recovery, of the General Terms and 
Conditions contained in its First Revised 
Volume No. 1 Tariff to clarify that the 
discount of the throughput surcharge for 
interruptible sales customers is 
specifically for interruptible sales 
customers udner Rate Schedule IS-1. 
Accordingly, El Paso revised its August 
3, 1989 filing by tendering Substitute 
Third Revised Sheet No. 368-B which 
reflects the further revision to 
subparagaraph 21.3(b) 

El Paso requested pursuant to § 154.51 
of the Commission's Regulations, that 
waiver of the notice requirements of 
§ 154.22 of said Regulations be granted 
so as to permit the tendered tariff sheet 
to become effective August 1, 1989, 
which is the effective date requested in 
El Paso’s August 3, 1989 filing. 

Copies of this filing were served upon 
all interstate pipeline system sales 
customers and shippers of El Paso and 
all interested state regulatory 
commissions. 

Any person desiring to protest said 
filing should file a protest with the 
Federal Energy Regulatory Commission, 
825 North Capitol Street NE., 
Washington, DC 20426, in accordance 
with §§ 385.214 and 385.211 of the 
Commission's Rules and Regulations. 
All such protests should be filed on or 
before August 28, 1989. Protests will be 
considered by the Commission in 
determining the appropriate action to be 
taken, but will not serve to make 
protestants parties to the proceeding. 
Persons that are already parties to this 
proceeding need not file a motion to 
intervene in this matter. Copies of this 
filing are on file with the Commission 
and available for public inspection. 

Lois D. Cashell, 

Secretary. 

[FR Doc. 89-20160 Filed 8-25-89; 8:45 am] 
BILLING CODE 6717-01-M 


[Docket No. TM89-6-16-000] 


National Fuel Gas Supply Corp.; 
Proposed Changes In FERC Gas Tariff 


August 21, 1989. 

Take notice that on August 17, 1989, 
National Gas Supply Corporation 
(“National”) tendered for filing as part 
of its FERC Gas Tariff, First Revised 


Federal Register / Vol. 54, No. 165 / Monday, August 28, 1989 / Notices 


Volume No. 1, the following tariff sheets, 
to be effective September 1, 1989. 

Eighth Revised Sheet No. 71, Page 1 of 
2 

Seventh Revised Sheet No. 71, Page 2 
of 2 

Eighth Revised Sheet No. 72, Page 1 of 
3 

Eighth Revised Sheet No. 72, Page 2 of 
3 

Eighth Revised Sheet No. 72, Page 3 of 
3 


National states that the purpose of 
this filing is to update the amount of 
take-or-pay charges approved by the 
Federal Energy Regulatory Commission 
to be billed to National by its pipeline- 
suppliers and to be recovered by 
National by operation of section 20 of 
the General Terms and Conditions to 
National’s FERC Gas Tariff, First 
Revised Volume No. 1. National further 
states that its pipeline-supplier which 
received approval to flow-through take- 
or-pay charges to National was Texas 
Eastern Transmission Corporation. 

Copies of National's filing were 
served on National's jurisdictional 
customers and on the interested State 
Commissions. 

Any person desiring to be heard or to 
protest said filing should file a motion to 
intervene or protest with the Federal 
Energy Regulatory Commission, 825 
North Capitol Street, N.E., Washington, 
DC 20426, in accordance with Rules 211 
and 214 of the Commission's Rules of 
Practice and Procedure. All such 
motions or protests should be filed on or 
before August 28, 1989. Protests will be 
considered by the Commission in 
determining the appropriate action to be 
taken, but will not serve to make 
protestants parties to the proceeding. 
Any person wishing to become a party 
must file a motion to intervene. Copies 
of this filing are on file with the 
Commission and are available for public 
inspection. 

Lois D. Cashell, 

Secretary. 

[FR Doc. 89-20161 Filed 8-25-89; 8:45 am] 
BILLING CODE 6717-01-44 


[Docket No. RP89-49-000] 


National Fuel Gas Supply Corp.; 
Cancellation of Settlement 


August 21, 1989. 

Take notice that an informal 
settlement conference previously 
scheduled for August 29, 1989, convened 
for the purpose of exploring & possible 
settlement in the above proceeding, is 
cancelled. 
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The conference will be re-scheduled 
pursuant to a notice to be issued in the 
near future. ; 

Participants as defined by 18 CFR 
385.102{b), will be invited to attend. For 
further information, contact Russell 
Mamone, (202) 357-5744. 

Lois D. Cashell, 

Secretary. 

[FR Doc. 89-20158 Filed 8-25-89; 8:45 am] 
BILLING CODE 6717-01-M 


[Docket No. IR-000-168-001] 


Soyland Power Cooperative, Inc., et 
al.; Filing 


August 21, 1989. 

In the matter of Soyland Power 
Cooperative, Inc.; Clay Electric Co-Operative, 
Inc.; Clinton County Electric Cooperative, 
Inc.; Coles-Moultrie Electric Cooperative; 
Corn Belt Electric Cooperative, Inc.; Eastern 
Illini Electric Cooperative; Edgar Electric Co- 
Operative Association; Farmers Mutual 
Electric Co.; Illinois Valley Electric 
Cooperative, Inc.; McDonough Power 
Cooperative; Monroe County Electric 
Cooperative, Inc.; Shelby Electric 
Cooperative; Southwestern Electric 
Cooperative Inc.; Tri-County Electric 
Cooperative, Inc.; Wayne-White Counties 
Electric Cooperative; Adams Electric Co- 
Operative; Illinois Rural Electric Co.; M.J.M. 
Electric Cooperative, Inc.; Menard Electric 
Cooperative; Spoon River Electric Co- 
Operative, Inc.; and Western Illinois 
Electrical Coop. 


Take notice that on August 3, 1989, 
Soyland Power Cooperative, Inc. 
(Soyland) on behalf of itself and the 
twenty above-named electric 
cooperatives, tendered for filing a 
petition for waiver of certain obligations 
imposed on Soyland and certain of the 
Member-Petitioners under § § 202.303(a) 
and 292.303(b) of the Commission's 
regulations implementing the Public 
Utility Regulatory Policies Act of 1978 
(PURPA). 

Any person desiring to be heard or to 
protest said filing should file a motion to 
intervene or protest with the Federal 
Energy Regulatory Commission, 825 
North Capitol Street, NE., Washington, 
DC 20426, in accordance with Rules 211 
and 214 of the Commission's Rules of 
Practice and Procedure (18 CFR 385.211, 
385.214}. All such motions or protests 
should be filed on or before September 
5, 1989. Protests will be considered by 
the Commission in determining the 
appropriate action to be taken, but will 
not serve to make protestants parties to 
the proceeding. Any person wishing to 
become a party must file a motion to 
intervene. Copies of this filing are on file 


with the Commission and are available 
for public inspection. 

Lois D. Cashell, 

Secretary. 

[FR Doc. 89-20162 Filed 8-25-89; 8:45 am] 
BILLING CODE 6717-01-M 


FEDERAL FINANCIAL INSTITUTIONS 
EXAMINATION COUNCIL 


Requests for Comments on Proposed 
Changes to the Reports of Condition 
and income Required of All FDIC- 
insured Commercial Banks and All 
FDIC-Supervised Savings Banks 


AGENCY: Federal Financial Institutions 
Examination Council. 


ACTION: Notice of request for comments. 


SUMMARY: The Federal Financial 
Institutions Examination Council 
(FFIEC) is proposing certain changes to 
the Reports of Conditions and Income 
(Cail Reports) required quarterly by the 
Office of the Comptroller of the 
Currency (OCC) for national banks, the 
Federal Reserve Board (FRB) for state 
member banks, and the Federal Deposit 
Insurance Corporation (FDIC) for 
insured state nonmember commercial 
and savings banks. The proposed Call 
Report changes would fulfill two 
objectives: (1) To provide the banking 
agencies with sufficient data to permit 
the monitoring of banks’ risk-based 
capital levels, while limiting the amount 
of information reported by individual 
banks on the basis of bank size and 
capital level and (2) to provide other 
data considered necessary for bank 
supervisory purposes, particularly with 
respect to the nature and extent of 
banks’ off-balance sheet activities. 
These changes would be implemented 
through the adoption of a new risk- 
based capital schedule (Schedule RC- 
RBC), a revised version of the current 
off-balance sheet schedule (Schedule 
RC-L), and modifications of existing 
items or the addition of new items in 
five other schedules. The proposed 
effective date for these reporting 
changes is the March 31, 1990, report 
date, except for one new item that 
would be added as of June 30, 1990. 


DATE: Comments must be received on or 
before October 13, 1989. 


aDpress: All comments should be sent 
to Robert J. Lawrence, Executive 
Secretary, Federal Financial Institutions 
Examination Council, 1776 G Street, 
NW., Suite 701, Washington, DC 20006 
or delivered to the same address 
between the hours of 9:00 a.m. and 5:00 
p.m. on business days. 


FOR FURTHER INFORMATION CONTACT: 

OCC: David C. Motter, Special Assistant 
to the Chief National Bank Examiner, 
Office of the Comptroller of the 
Currency, 490 L’Enfant Plaza East, 
SW., Washington, DC 20219, (202) 
447-1587. 

FRB: Rhoger H. Pugh, Manager, Division 
of Banking Supervision and 
Regulation, Board of Governors of the 
Federal Reserve System, 20th and 
Constitution Avenue, NW., 
Washington, DC 20551, (202) 728-5883. 

FDIC: Robert F. Storch, Chief, Securities 
and Accounting Section, Division of 
Bank Supervision, Federal Deposit 
Insurance Corporation, 550 17th 
Street, NW., Washington, DC 20429, 
(202) 898-8906. 


SUPPLEMENTARY INFORMATION: During 
the first quarter of 1989, each of the 
three Federal banking agencies (OCC, 
FRB, and FDIC) adopted risk-based 
capita) standards that are applicable to 
all of the banks under their supervision. 
Under these standards, banks will be 
expected to achieve a minimum interim 
risk-based capital ratio of 7.25 percent 
by year-end 1990. A final minimum risk- 
based capital ratio of 8 percent should 
be achieved by all banks by year-end 
1992. Although an explicit minimum 
ratio will not be in effect until December 
31, 1990, the banking agencies have 
encouraged banks to begin monitoring 
their risk-based capital positions and to 
work toward achieving or maintaining 
at least the interim and final minimum 
risk-based capital ratios during the 
current transition period. 

In order for the banking agencies to 
compare bank risk-based capital 
positions to the minimum standards and 
monitor the progress of banks whose 
capital levels are below the standards, 
the FFIEC is proposing to introduce a 
new risk-based capital schedule - 
(Schedule RC-RBC) in which all banks 
would report the maturities of any 
limited-life capital instruments and their 
total regulatory capital as defined for 
risk-based capital purposes. These two 
items would be preceded by a simplified 
risk-based capital test in which banks 
with less than $1 billion in total assets 
would indicate through their response to 
a “yes” or “no” question whether the 
test calculation resulted in a risk-based 
capital ratio of at least eight percent. 
The objective of this calculation is to 
minimize the additional reporting 
burden that this new schedule would 
impose on banks, particularly small 
banks, by exempting those banks with 
less than $1 billion in total assets whose 
risk-based capital ratios exceed the 
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required minimum from having to 
compile and report the data needed to 
more precisely measure their risk-based 
capital ratios. All banks with $1 billion 
or more in total assets and smaller 
banks that do not “pass” the simplified 
risk-based capital calculation would 
complete the remainder of the risk- 
based capital schedule each quarter. 
The remainder of the schedule requests 
information on the amount of assets and 
the credit equivalent amount of off- 
balance sheet items by risk-weight 
category and related data on interest 
rate and foreign exchange rate 
contracts. 

Using year-end 1988 Call Report data 
to perform the simplified risk-based 
capital calculation, approximately 85 
percent of all banks with less than $1 
billion in total assets (including more 
than 88 percent of all banks with less 
than $100 million in total assets) met the 
threshold for exemption. It should be 
noted, however, that a bank that is 
exempt from this reporting requirement 
is not exempt from the risk-based 
capital requirements themselves. 

The Call Report has collected 
information from all banks on off- 
balance sheet activities since June 1983. 
The FFIEC is proposing to expand the 
Call Report schedule in which such data 
are gathered (Schedule RC-L) to include 
more complete data on the nature and 
extent of banks’ off-balance sheet 
activities. The changes that would be 
made to the schedule are intended 
primarily to further aid the banking 
agencies in carrying out their 
supervisory responsibilities and would 
be needed even in the absence of risk- 
based capital. The FFIEC has deferred 
making substantive changes to the Call 
Report's off-balance sheet schedule for 
more than three years despite its 
supervisory shortcomings while the risk- 
based capital standards, which 
specifically incorporate off-balance 
sheet exposures within their framework, 
were being developed by the banking 
agencies. 

The FFIEC is also proposing certain 
changes to four other Call Report 
scheduled. Changes affecting Schedules 
RC, Balance Sheet, and RC-M, 
Memoranda, relate to the measurement 
of the capital components of risk-based 
capital. In Schedule RC-B, Securities, 
more detailed breakdowns of bank 
holdings of U.S. Government agency and 
corporation obligations and securities 
issued by states and political 
subdivisions in the U.S. would be 
collected because of the different risk 
weights attached to various types of 
agency and municipal securities under 
the risk-based capital framework. New 


memorandum items on foreign-currency 
denominated deposits in domestic 
offices and the number of deposit 
accounts of $100,000 or less in domestic 
offices would be added to Schedules 
RC-E, Deposit Liabilities, and RC-O, 
Other Data for Deposit Insurance 
Assessments, respectively. This latter 
memorandum item would be collected 
only with the reports for June 30 each 
year. 

Each commercial and savings bank 
required to file Call Reports is being 
sent (1) a document describing the 
proposed changes in reporting 
requirements, (2) samples of the report 
schedules that would be added or 
otherwise modified, and (3) draft 
instructions for the proposed risk-based 
capital schedule (Schedule RC-RBC) 
and the revised off-balance sheet 
schedule (Schedule RC-L). Copies of 
these documents are also being sent to 
state banking supervisors, banking trade 
associations, the financial press, and 
interested federal agencies. The FFIEC 
will make copies of these documents 
available upon request to any other 
interested parties. Written requests 
should be directed to the address for the 
FFIEC shown above while telephone 
requests should be directed to (202) 357- 
0177. 


Paperwork Reduction Act 


In accordance with the Paperwork 
Reduction Act of 1980 (Pub. L. 96-511), 
the current Reports of Condition and 
Income required of all FDIC-insured 
commercial banks and all FDIC- 
supervised savings banks have been 
submitted to, and approved by, the 
Office of Management and Budget 
(OMB). (OMB Control Numbers: for 
OCC, 1577-0090; for FRB, 7100-0036; for 
FDIC, 3064-0052.) The final version of 
the proposed changes that are the 
subject of the FFIEC’s request for 
comments, which will be developed 
after consideration of the comments 
received, will be submitted to OMB for 
its review. 

Dated: August 22, 1989. 

Robert J. Lawrence, 


Executive Secretary, Federal Financial 
Institutions Examination Council. 


[FR Doc. 89-20176 Filed 8-25-89; 8:45 am] 
BILLING CODE 6210-01-M 


FEDERAL MARITIME COMMISSION 


Agreement(s) Filed 
The Federal Maritime Commission 
hereby gives notice of the filing of the 


following agreement(s) pursuant to 
section 5 of the Shipping Act of 1984. 


Federal Register / Vol. 54, No. 165 / Monday, August 28, 1989 / Notices 


Interested parties may inspect and 
obtain a copy of each agreement at the 
Washington, DC Office of the Federal 
Maritime Commission, 1100 L Street, 
NW., Room 10220. Interested parties 
may submit comments on each 
agreement to the Secretary, Federal 
Maritime Commission, Washington, DC 
20573, within 10 days after the date of 
the Federal Register in which this notice 
appears. The requirements for 
comments are found in § 572.603 of Title 
46 of the Code of Federal Regulations. 
Interested persons should consult this 
section before communicating with the 
Commission regarding a pending 
agreement. 

Agreement No.: 224-200278 

Title: Port of Oakland Terminal 
Agreement 

Parties: Port of Oakland (Port) 
Hyundai Merchant Marine Co., Ltd. 


Synopsis: The Agreement provides for 
HMM to have a non-exclusive right to 
use certain assigned premises at the 
Port’s Charles P. Howard Terminal with 
certain rights to transfer HMM’s rights 
and obligations to other of the Port’s 
public terminals. HMM agrees that the 
assigned premises shall be the regularly 
scheduled Northern California port of 
call for its vessel operations. In 
compensation, HMM will pay the Port 
certain discounted dockage and 
wharfage payments based on the 
volume of traffic generated by HMM. 

By Order of the Federal Maritime 
Commission. 

Dated: August 23, 1989. 

Joseph C. Polking, 

Secretary. 

[FR Doc. 89-20196 Filed 8-25-89; 8:45 am] 
BILLING CODE 6730-01-M 


DEPARTMENT OF HEALTH AND 
HUMAN SERVICES 


Food and Drug Administration 
[Docket No. 88N-0394] 


Generic Animal Drug and Patent Term 
Restoration Act, Third Policy Letter; 
Availability 

AGENCY: Food and Drug Administration. 
ACTION: Notice. 


sumMaRY: The Food and Drug 
Administration (FDA) is announcing the 
availability of a third policy letter, dated 
August 2, 1989, on the implementation of 
the Generic Animal and Patent 
Term Restoration Act. The letter 
contains draft policy statements 
regarding exclusivity, withdrawal 
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periods, substitution of active 
ingredients, and labeling that have been 
prepared by the Center for Veterinary 
Medicine (CVM). The agency is 
soliciting comments on the letter. 
DATES: Written comments may be 
submitted at any time regarding this and 
previous policy letters and 
implementation of the new law in 
general. 

ADDRESSES: Submit written requests for 
single copies of the third policy letter to 
the Industry Information Staff (HFV-12), 
Center for Veterinary Medicine, Food 
and Drug Administration, 5600 Fishers 
Lane, Rockville, MD 20857. Send two 
self-addressed adhesive labels to assist 
that office in processing your requests. 
Submit written comments on the policy 
letter to the Dockets Management 
Branch (HFA-305), Food and Drug 
Administration, Rm. 4-62, 5600 Fishers 
Lane, Rockville, MD 20857. Requests and 
comments should be identified with the 
docket number found in brackets in the 
heading of this document. The letter and 
received comments are available for 
public examination in the Dockets 
Management Branch between 9 a.m. and 
4 p.m., Monday through Friday. 

FOR FURTHER INFORMATION CONTACT: 
Richard B. Talbot, Center for Veterinary 
Medicine (HFV-100), Food and Drug 
Administration, 5600 Fishers Lane, 
Rockville, MD 20857, 301-443-4313. 
SUPPLEMENTARY INFORMATION: On 
November 16, 1988, the President signed 
into law the Generic Animal Drug and 
Patent Term Restoration Act (the new 
law) (Pub. L. 100-670, 102 Stat. 3971). 
The new law amends the Federal Food, 
Drug, and Cosmetic Act (the act) (21 
U.S.C. 301 et seg.) by extending the 
generic approval system to copies of 
new drugs that were approved 
after October 1962, and provides patent 
extension for certain animal drugs. 

In the Federal of December 
15, 1988 (53 FR 50460), FDA published a 
notice of availability of a policy letter, 
dated November 23, 1988, implementing 
certain aspects of the new law. The 
letter discusses the list of approved 
drugs that FDA must publish, patent 
certifications that generic applicants 
must make, the patent information that 
pioneer sponsors must submit, and the 
exclusivity claims pioneer sponsors may 


e. 

In the Federal Register of June 21, 1989 
(54 FR 26111), FDA published a notice of 
availability of a second policy letter 
dated June 7, 1989, implementing certain 
additional aspects of the new law. The 
letter introduced a document entitled 
“Generic Animal Drug and Patent Term 
Restoration Act—Implementation.” The 
document includes a description of the 


proposed administrative procedures to 
be used in implementation of the new 
law, a draft of CVM’s Manufacturing 
Requirements for abbreviated new 
animal drug applications (ANADA's), a 
draft Bioequivalence Guideline, and 
draft procedures for Environmental 
Review of Generic Animal Drugs. 

FDA is now announ the 
availability of a third policy letter dated 
August 2, 1989, further describing polices 
used to implement certain aspects of the 
new law. The current letter introduces 
five draft policy statements: 

(1) “* clusivity for Human Food 


Safety Data Submitted in a 
Supplemental Application.” 
(2) “Withdrawal Period for Generic 


8. 

(3) “Substitution of an Active 
Ingredient in a Combination Drug or in a 
Feed Use Combination.” 

(4) “Labeling Requirements for 
Generic Drugs.” 

(5) “Can a Generic Animal Drug 
Sponsor Obtain Exclusivity for an 
Innovation Approved Under a 
Supplement to an ANADA and Can the 
Pioneer Drug Sponsor Copy the Generic 


‘Innovation Without Submitting 


Additional Data?” 

The agency anticipates that changes 
in these policy statements may occur in 
the future. When and if changes are 
made, copies of the revised policy 
statements will be placed on display in 
the Dockets Management Branch 
(address above) and a notice of 
availability will be published in the 
Federal Register. 

Dated: August 21, 1989. 

Alan L. Hoeting, 

Acting Associate Commissioner for 
Regulatory Affairs. 

[FR Doc. 89-20199 Filed 8-25-89; 8:45 am] 
BILLING CODE 4160-01-m 


[Docket No. 89N-0350) 


Vitarine Pharmaceuticals, inc.; 
Withdrawal of Approval of 
Abbreviated New Drug Application for 
Triamterene and Hudrochiorothiazide 
Capsules 

AGENCY: Food and Drug Administration. 
ACTION: Notice. 


sumMaRY: The Food and Drug 
Administration (FDA) is withdrawing 
approval of the abbreviated new drug 
application (ANDA) for triamterene 50 
milligrams (mg) and hydrochlorothiazide 
25 mg capsules held by Vitarine 
Pharmaceuticals, Inc., Springfield 
Gardens, NY (Vitarine). At FDA's 
request, Vitarine has agreed that 
approval of the application be 


“$5535 


withdrawn and has waived its 
opportunity for a hearing. FDA has 
become aware that the application 
contains untrue statements of material 
facts. 


EFFECTIVE DATE: August 28, 1989. 


FOR FURTHER INFORMATION CONTACT: 
Margaret F. Sharkey, Division of 
Regulatory Affairs (HFD-366), Center for 
Drug Evaluation and Research, Food 
and Drug Administration, 5600 Fishers 
Lane, Rockville, MD 20857, 301-295- 
8041. 


SUPPLEMENTARY INFORMATION: Recently, 
FDA became aware of the submission of 
flase data in support of the approval of 
ANDA 71-737 held by Vitarine for a 
product containing 50 mg of triamterene 
and 25 mg of hydrochlorothiazide. 
Vitarine’s product is a generic version of 
Dyazide Capsules manufactured by 
Smith Kline & French. Among other 
things, the bioequivalence studies 
submitted in support of the Vitarine 
product were not based on Vitarine’s 
product but on another firm’s product. 
Because such submission, therefore, 
contained untrue statements about the 
product's bioequivalence (in that the 
data were not based on Vitarine’s 
product at all), FDA asked that Vitarine 
request that the approval of its 
application be withdrawn and waive its 
opportunity for a hearing. (See 21 CFR 
314.150(d).) By letter dated July 12, 1989, 
Vitarine has complied with FDA’s 
request and asked that the ANDA be 
withdrawn. Vitarine is also recalling the 
product to the retail level. 

Therefore, under section 505(e) of the 
Federal Food, Drug, and Cosmetic Act 
(21 U.S.C. 355(e)), and under authority 
delegated to the Director of the Center 
for Drug Evaluation and Research (21 
CFR 5.82), approval of abbreviated new 
drug application 71-737, and all 
amendments and supplements thereto, is 
hereby withdrawn, effective August 28, 
1989. 

Dated: August 15, 1989, 

Gerald F. Meyer, 

Deputy Director, Center for Drug Evaluation 
and Research. 

[FR Doc. 89-20135 Filed 8-25-89; 8:45 am] 
BILLING CODE 4160-01-M 


Health Care Financing Administration 


Public information Collection 
Requirements Submitted to the Office 
of Management and Budget for 
Clearance ; 


AGENCY: Health Care Financing 
Administration, HHS. 





ACTION: The Health Care Financing 
Administration (HCFA) has submitted 
the following public information 
collection requirement to the Office of 
Management and Budget (OMB) for 
review and clearance in compliance 
with the Paperwork Reduction Act (Pub. 
Law 96-511). 


SUMMARY: Section 4007 of the Omnibus 


Budget Reconciliation Act of 1987, as 
amended by section 411(b){6) of the 
Medicare Catastrophic Act of 1988, 
requires the Secretary to provide fora 
demonstration project to determine the 
costs and benefits of establishing a 
uniform system for the reporting of 
Medicare participating hospitals to 
report balance sheet information and 
information specified in the legislation. 
Form HCFA-2552~DEMCO has ' 
developed to collect the specified 
information. In view of the crifical 
importance of these cost report forms to 
the implementation of ‘the demonstration 
project and the considerable opportunity 
already extended to the public for 
comment, the HCFA has requested the 
Office of Management and Budget to 
expedite their review by September 1, 
1989. 


Type of Request: Revision; 
Originating Office: Health Care 
Financing Administration; ‘7itle of 
information collection: Demonstration 
Cost Report; Form number. Form HCFA- 
2552; Frequency: Annual; Respondents: 
All hospitals in the State of California 
and Colorado; Estimated number of 
responses: 700; Average hours per 
response: 150; Total estimated burden 
hours: 105,000; Additional Information 
or Comments: A copy of Section 403.408 
of BERC-483 IFC are published 
herewith. Written comments and 
recommendations for the proposed 
information collections should be sent 
directly to the following address: OMB 
Reports Management Branch, Attention: 
Allison Herron, New Executive Office 
Building, Room 3208, Washington, DC 
20503. 


Dated: August 22, 1989. 
Robert .A. Streimar, 


Acting Administrator, Health Care Financing 
Administration. 


Section 403.408 Requirements for hospitals 
in States participating in the demonstration. 


(a) oe For cost reporting periods 
after July 1, 1988 and before 

July 1, 1991, 1 alll hospitals in California and 
Colorado must submit the cost report 
required under §§ 413.20 and 413.24 of this 
chapter and the data specified in (b) below. 

(b) Cost reporting requirements for the 
demonstration. Hospitals are required to 
submit a demonstration project cost report 
that includes the following information: 


Pa Hospital discharges (classified by clase 
f primary payer). 

(2) Patient days (classified ‘by class of 
Pris) Licensed § beds, staffed beds, and 


oO 


) Outpatient charges 
(classified by class of primary payer). 
(6) Inpatient and outpatient hospital 
(by cost ceniter classified for 


d capital). 

{7) Reasonable costs. 

(8) Other income. 

(9) Bad debt and charity care. 

(10) Capital acquisitions. 

(11) Capital assets. 

(c) Due date for demonstration project cost 
report. Due dates for demonstration.cost 
reports are established by HCFA through 
instructions but are no more often than the 
due dates specified in § 413.24(f) of this 
chapter for hospital cost reports. 

(d) Interim reporting. Hospitals 
participating in the demonstration project:are 
required to submit an interim report covering 
the first six months in which the hospital 
participates in the demonstration project. 
Hospitals are required to submit additional 
interim reports requested by HCFA on the 
due dates established by HCFA. 

(e) Reporting format. Demonstretion 
project cost reports must ‘be submitted in an 
electronic format. The hospital's electronic 
programs must be capable of producing an 
output file compatible with their respective 
intermediary's automated systems. 


[FR Doc. 89-20194 Filed 8-25-89; 8:45 am] 
BILLING CODE 4120-03-™ 


Office of Human Development 
Services 


Agency Information Collection Under 


Office of Management and Budget 
Review 


AGENCY: Office of Human Development 
Services, HHS. 
ACTION: Notice. 


Under the provisions of the 
Paperwork Reduction Act (44 U.S.C. 
Chapter 35), the Office of Human 
Development Services {OHDS) has 
submitted to the Office of Management 
and Budget (OMB) e request fer 
approval of an information collection for 
the Administration on Developmental 
Disabilities 1990 Report to Congress 
required under the Developmental 
Disabilities Assistance and Bill of Rights 
Act. 

ADDRESSES: Copies of the information 
collection request may be obtained from 


Larry Guerrero, QHDS 


Reports 
Clearance Officer, by calling (202) 245- 
6275. 
Written comments and questions 
regarding the requested approval for 
information collection should be sent 
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directly to Justin Kopea, (OMB Desk 


‘Officer for OHDS, OMB Reports 


Management Branch, New Executive 
Office Bulding, Room 3208, 725 17th 
Street, NW., Washington, DC 20503, 
(202) 395-7316. 


Information on Document 


Title: Administration on 
a Disabilities 1990 Report 


Ome No.: “N/A. 

Description: Part B, Section 122{f) of 
the Developmental Disabilities 
Assistance and Bill of Rights Act 
requires that each State Developmental 
Disabilities Planning Council conduct a 
comprehensive review of all State and 
Federal policies that affect services for 
persons with developmental disabilities. 
It further requires that each Council 
conduct a survey of a representative 
sample of persons with developmental 
disabilities to determine their 
satisfaction with services {including 


Social Security) and hold public forums 


regarding the needs of unserved and the 
underserved populations. The States are 
required to report their findings to the 
Secretary. The Secretary is required to 
summarize the findings reported by the 
States in a report to Congress. 


Annual Number of Respondents... 
Anmual Frequency ...v.rvesssesvseseseveee 
Average Burden Hours Per 


soeceeeeececcesesceeesseooresceoooes 


Response 
Total Burden Hours. 


Dated: August 21, 1989. 
Donna Givens, 
Deputy Assistant een for Human 
Development Servi 
[FR Doc. 89-20150 Pad 8-25-89; 6:45 am] 
BILLING CODE 4130-01-44 


President’s Committee on Mental 
Retardation; Meeting 


Agency Holding the Meeting: 
President's Committee on Mental 
Retardation. 

Time and Date: Executive Committee, 
Wednesday, September 13, 1989, 6:00 
p-m.—8:00 p.m. Full Committee, 
September 14, 1989, 9:30 a.m.—5:30 p.m. 

Presidential Forum: The Offender with 
Mental Retardation and the Criminal 
Justice System—September 15-16, 1989, 
8:30 .a.m.—6:00 pan. 

Place: Hyatt Regency Bethesda Hotel, 
One Bethesda Metro Center, Wisconsin 
Avenue & Old Georgetown Road, 
Bethesda, Maryland 20814. 

Status: Meetings are open to the 
public. An interpreter for the deaf will 
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be available upon advance request. All 
locations are barrier free. 

Matters to Be Considered: Reports by 
members of the Executive Committee of 
the President's Committee on Mental 
Retardation (PCMR) will be given. The 
Committee plans to discuss critical 
issues concerning prevention, family 
and community services, full citizenship, 
public awareness and other issues 
relevant to the PCMR’s goals. 

The PCMR: (1) Acts in an advisory 
capacity to the President and the 
Secretary of the Department of Health 
and Human Services on matters relating 
to programs and services for persons 
who are mentally retarded; and (2) is 
responsible for evaluating the adequacy 
of current practices in programs for the 
retarded, and reviewing legislative 
proposals that affect the mentally 
retarded. 

Contact Person for More Information: 
Jim F. Young, 330 Independence Avenue, 
SW., Room 4262-Wilbur J. Cohen 
Building, Washington, DC 20201-0001, 
(202) 245-7634. 

Date: August 21, 1989. 

George N. Bouthilet, 

Acting Executive Director, PCMR. 

[FR Doc. 89-20149 Filed 8-25-89; 8:45 a.m.] 
BILLING CODE 4130-01-m 


DEPARTMENT OF HOUSING AND 
URBAN DEVELOPMENT 


[Docket No. N-89-1917; FR-2606] 


Unutilized and Underutilized Federai 
Bulldings and Real Property 
Determined To Be Sultable for Use for 
Facilities to Assist the Homeless 


AGENCY: Office of the Assistant 
Secretary for Housing—Federal Housing 
Commissioner, HUD. 


ACTION: Notice. 


SUMMARY: This Notice identifies 
unutilized and underutilized Federal 
property determined by HUD to be 
suitable for possible use for facilities to 
assist the homeless. 
EFFECTIVE DATE: August 28, 1989. 
aponess: For further information, 
contact Morris Bourne, Department of 
Housing and Urban Development, Room 
9140, 451 Seventh Street SW, 
Washington, DC 20410; telephone (202) 
755-9075; TDD number for the hearing- 
and speech-impaired (202) 426-0015. 
—_ telephone numbers are not toll- 
) 


SUPPLEMENTARY INFORMATION: In 
accordance with the December 12, 1988 
court order in National Coalition for the 
Homeless v. Veterans Administration, 
No. 88-2503-OG (D.D.C.), HUD 
publishes a Notice, on a weekly basis, 
identifying unutilized and underutilized 
Federal buildings and real property 
determined by HUD to be suitable for 
use for facilities to assist the homeless. 
Today’s Notice is for the purpose of 
announcing that no additional properties 
have been determined suitable this 
week, 

Dated: August 22, 1989. 
C. Austin Fitts, 
Assistant Secretary for Housing—Federal 
Housing Commissioner. 
[FR Doc. 89-20224 Filed 8-25-89; 8:45 am] 
BILLING CODE 4210-01-M 


DEPARTMENT OF THE INTERIOR 
Fish and Wildlife Service 


Request for Additional Public 
Comments on the Need for Updating 
the Environmental Analysis of the" 
Administration and Management of the 
Pittman-Robertson Federal Ald in 
Wlidlife Restoration Program and the 

nson Federal Aid In Sport 
Fish Restoration Program as 
Amended. 


AGENCY: Fish and Wildlife Service, 
Interior. 


ACTION: Notice; amendment. 


SUMMARY: On July 14, 1989, the Fish and 


Wildlife Service (Service) published a 
notice (54 FR 29789) advising of its 
intention to issue a revised and updated 
Environmental Impact Statement (EIS) 
for the Federal Aid in Wildlife and 
Sportfish Restoration Programs. That 
notice is hereby revised to extend the 
public comment period by 30 days, to 
expand and clarify the aiternatives 
listed and to provide additional 
explanation. The 50 States, 5 Territories 
and the District of Columbia are 
involved. A Public meeting will be 
called in the vicinity of the Service's 
headquarters in Washington, DC. Public 
meetings may be called in the vicinity of 
one or more of the Services 
headquarters in Portland, Oregon; 
Albuquerque, New Mexico; 
Minneapolis, Minnesota; Atlanta, 
Georgia; Boston, Massachusetts; Denver, 
Colorado; and Anchorage, Alaska in 
response to indicated needs. Locations 
and times of such meetings will be 
provided by notice in the Federal 


Register. 


For clarity purposes, the contents of 
the previous notice are incorporated into 
this notice. 


DATES: Written comments should be 
received no later than October 12, 1989. 


apprESs: Comments should be 
addressed to Director, U.S. Fish and 
Wildlife Service, Department of the 
Interior, Mail Stop 322, Arlington 
Square, Washington, DC 20240. 

FOR FURTHER INFORMATION CONTACT: 
Phillip Agee, Wildlife Biologist, U.S. Fish 
and Wildlife Service Division of Federal 
Aid; Telephone 703/358-2156. 


SUPPLEMENTARY INFORMATION: The U.S. 
Fish and Wildlife Service is exploring 
the need for additional environmental 
documentation to supplement or replace 
the eixsting EIS entitled “Environmental 
Statement—Operation of the Federal 
Aid in Sport Fish and Wildlife 
Restoration Program” which was 
published in 1978. The analysis of 
Environmental impacts will consider 
actions to be carried out by the 50 
States, Guam, Puerto Rico, the Virgin 
Island, the Northern Mariana Islands, 
American Samoa and the District of 
Columbia, with funding assistance by 
the Pittman-Robertson Federal Aid in 
Wildlife Restoration Act, as amended 
(16 U.S.C. 669-669i) and the Dingell- 
Johnson Federal Aid in Sport Fish 
Restoration Act as amended (16 U.S.C. 
777-777k)). The existing regulations for 
implementing these Acts are found in 50 
CFR part 80. 

Federal funds utilized in this program 
are derived from excise taxes and fees 
which are levied on products employed 
in hunting, fishing, shooting and boating. 
The resulting revenue is allocated 
annually among the States in 
conformance with statutory formulae 
based on geographic areas and numbers 
of licensed hunters and fishermen and 
among the Territories and Insular 
Possessions listed above based on 
prescribed percentage shares. 

A State may propose specific 
activities within prescribed categories 
(land acquisition, development, 
research, surveys and inventories, 
hunter education, aquatic education, 
boating facilities, etc.). If the Service, 
acting on behalf of the Secretary, finds 
the proposal to be substantial in 
character and design, the State may 
proceed with accomplishing the-activity, 
using non-Federal funds. The State may 
then claim reimbursement of up to 75 
percent of the cost. Territories and 
Insular Possessions may claim up to 100 
percent. 

The States’ average annual use of 
funds from these two assistance 
programs during fiscal years 1985, 1986 





and 1987 are summarized as follows: 


Funds ($1000) and 
percent of total 


3,174 


Itiis not possible to specify with 
certainty the actions that will 
characterize this program in years 
ahead since the States are the primary 
determinants in the selection of these 
actions. For any analysis, anticipated 
activities will be based on the 
expectations of a panel of State officials 
and on records from recent years but 
with modifications to accommodate 
known trends and legislative 
redirections. 

The environmental impacts produced 
by these programs are believed to be 
primarily beneficial. Such impacts 
include the maintenance of lands in a 
more or less natural state, the 
restoration and maintenance of fish and 
wildlife species and providing for a 
sugtained program of public recreation 
and education. However, the execution 
of these programs may result in other 
impacts, such as altering certain 
habitats and enimal popul 


economic activity by altering the status 
or availability of fish and wildlife. 


Administration requirements are 
currently in place whereby proposals of 
such projects may not be approved until 
ell necessary environmental analyses 
have been satisfactorily completed. The 
EIS will address these impacts 
cumulative impacts that can result from 
individually minor but collectively 
significant actions taking place overa 
period of time. 

Many of the fish and wildlife species 
given management attention under this 


program are subject to harvest by 
hunters, fishermen and trappers. Such 
harvests, if properly conceived and 
carried out, are considered legitimate 
and Say defensible parts of fish 


performed upon action by the State's 
hunting, 


policy-making body. Hence, 
and trapping are not 


fishing program 
activities and will not be addressed in 


any analysis. 

Since their inception in 1937 and 1950, 
the Wildlife Restoration and Sport Fish 
Restoration Acts, respectively, have 
been primary forces in the recovery of 
numerous wildlife and fish species. 
During early years, managers focused 
almost exclusively on species of interest 
to hunters and fishermen. The States 
still direct all of their Dingell-Johnson 
funds to sport fish (as required by that 
Act) but only about 80 percent of their 
Pittman-Robertson funds to harvested 
species. 

In the period since publication of the 
existing EIS, the Wildlife Restoration 
Program has undergone no substantial 
changes. Revenue has grown from $67.8 
million in 1978 to $126.5 million in 1989. 
There were no major changes in the Act 
or its administration during that period. 
However, substantial changes have 
occurred in the Sport Fish Restoration 
Program as a result of the 1984 Wallop- 
Breaux amendment of the Dingell- 
Johnson Act. This amendment was 
responsible for the broadening of the list 
of fishing equipment subject to the 
manufacturers’ excise tax, the capture of 
highway taxes paid on fuels used in 
motorboats, of import duties .on pleasure 
boats, fishing equipment and of interest 
earned by these funds while held in the 
Treasury. Hence, revenues under this 
Act increased from about $26.3 million 
in 1978 to $186.7 million in 1989. 

The Wallop-Breaux amendment also 
expanded the range of activities 
undertaken by the States. They now 
include developing and upgrading 
boating access facilities, authorization 
for aquatic education and a requirement 
to allocate funds for marine sport 
fisheries projects. 

During the past decade there has been 
widespread and persistent interest in 
certain initiatives where Federal grants 
are involved. Among these are: 

¢ Applying grant monies to Federal 
priorities in place of State priorities. 
°A all Federal restraints on 
the States’ use of Federal grants. 

¢ Increasing attention to the 
management of non-harvested species 
and the needs of nonconsumptive users. 

¢ Exclusive attention under the 
Wildlife and Sportfish Restoration Acts 
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to harvested species and the needs of 
fishermen and ‘hunters. 

¢ Elimination of management and 
research practices considered to cause 
pain or death in animals. 

* Maximization of biodiversity. 

Such initiatives have been or may be 
proposed for imposition on this program. 
Thus, they suggest certain modes of 
operation to be considered along with 
the present program if an analysis is to 
= carried out. 

Alternative. The Sport 
rub and Wildlife Restoration Programs 
would proceed without significant 
changes from that described above. The 
types of activities authorized, the levels 
of funding provided and the 
administrative latitudes and constraints 
exercised would be unchanged from the 
present. 

Alternative #1 Federal requirements 
would mandate that at least ‘50 percent 
of each year's Pittman-Robertson funds 
expended by the State would be on 
waterfowl habitat or in pursuit of the 
North American Waterfowl 
Management Plan and at least 50 
percent of each year’s Dingell-Johnson 
funds expended by the State would be 
on the protection, maintenance and 
improvement of aquatic habitats, 
including water quality. 

Alternative #2. At least 50 percent of 
each year’s Pittman-Robertson funds 
would be expended on restoring and 
enhancing terrestrial ecosystems 
without reference to hunted/non-hunted 
status. At least 50 percent of.each year’s 
Dingell-Johnson funds would be 
expended on restoring and enhancing 
aquatic ecosystems. 

Alternative #3. All projects would be 
required to show primary benefits to 
harvested species of fish and/or wildlife 
or to sportsmen. 

Alternative #4. All projects funded 
would be required to be free of practices 
considered offensive to significant 
portions of the public (eg., marsh 
burning, the use of fish toxicants, the 
use of herbicides or insecticides, 
research resulting in death or stress on 
animals, etc.). 

Alternative #5. By 1995, all States 
would be required to have in place.a 
comprehensive plan or other systematic 
process for setting work priorities 
consistent with human needs and the 
status of the resource base. Thereafter, 
all requirements and prohibitions on 
activities would be repealed and the 
Federal role would be limited to 
allocating funds and, monitoring 
compliance with Federal statutes. 

Alternative #6. All limitations and 
restrictions in the Federal Aid Acts and 
related regulations and policies would 
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be removed to permit the States 

unimpeded pursuit of their own 

priorities. 

The Service requests written 
comments from the public regarding this 
Notice. Of specific interest will be 
comments which: 

—Propose changes, deletions or 
additions to the above list of 
alternatives. 

—Address the environmental impacts, 
either individually or cumulatively, of 
the current program or any of the 
alternatives. 

. Any environmental review of this 
program will be conducted in 

accordance with the requirements of the 

National Environmental Policy Act of 

1969, as amended (42 U.S.C. 4331, et 

seq.), National Environmental Policy Act 

regulations (40 CFR parts 1500-1508), 


compliance with those regulations. 
The public is encouraged to 
participate in this process by providing 
comments on the above or other items 
related to this program. The public's 
comments will be incorporated into the 
preparation of the environmental 
document. 
Dated: August 16, 1989. 
Richard N. Smith, 
Acting Deputy Director. 
[FR Doc. 89-20146 Filed 8-25-89; 8:45 am] 
BILLING CODE 4310-55-M 


Bureau of Land Management 
[1D-010-09-4212-14; IDI-9115; IDI-26611] 


Realty Action; idaho 

AGENCY: Bureau of Land Management, 
Interior. 

ACTION: Termination of recreation and 


public purposes classification/notice of 
realty action, IDI-26611, direct sale of 


public land in Elmore County, Idaho. 


Summary: This order terminates a 
Bureau of Land Management 
classification affecting 60 acres of public 
land near Glenns Ferry, Idaho. After 
termination of the classification, the 
und lands (both eurface and 
mineral estates) will immediately 
become available for disposal by sale 
pursuant to section 203 of the Federal 
Land Policy and Management Act of 
1976 at the appraised fair market value. 

The following public lands are 
involved in this action: 


Boise Meridian, Idaho 


T.5S.,R.10E., 
Sec. 21, EXSWYNW%, NW%SW%. 


Containing 60 acres. 


By virtue of the authority vested in the 
Secretary of the Interior by the 
Recreation and Public Purposes Act of 
June 14, 1926, as amended {43 U.S.C. 669, 
869-4), it is ordered as follows: Pursuant 
to the regulations in 43 CFR 2091.7- 
1(b)(1) and the authority delegated to me 
by BLM Manual Section 1203 (48 FR 85), 
the classification on the 60 acres of 


‘public land as suitable for recreation 


and public purposes under the Act of 
June 14, 1926, as amended (43 U.S.C. 
869-4), under seriai number IDI-9115, is 
hereby revoked. Upon termination of the 
classification the lands {both surface 
and mineral estates) will be sold under 
the authority of section 203 of the 
Federal Land Policy and Management 
Act to Elmore County. 

The previously-described land has 
been examined and through land use 
planning and public input has been 
determined to be suitable for disposal 
by sale pursuant to section 203 of the 
Federal Land Policy and Management 
Act of 1976. 


DATES: The sale offering will be held on 
October 31, 1989, at 10:00 a.m. If the 
parcel is not sold at that time, the sale 
will be cancelled. 

The previously-described lands are 
hereby segregated from appropriation 
under the public land laws, including the 
mining laws, except section 203 of the 
Federal Land Policy and Management 
Act of 1976, for a period of 270 days or 
until patent i3 issued, whichever comes 
first. 

For a period of 45 days from the date 
of publication of this notice in the 
Federal Register, interested parties may 
submit comments to the District 
Manager, Bureau of Land Management, 
at the address shown below. 


ADDRESS: The sale offering will be held 
at the Boise District Office, Bureau of 
Land Management, 3948 Development 
Avenue, Boise, Idaho 83705. 


FOR FURTHER INFORMATION CONTACT: 
Detailed information concerning the sale 
can be cbtained by contacting John 
Thornburgh, Realty Specialist, at (208) 
334-1306 or at the above address. 
SUPPLEMENTARY INFORMATION: When 
patented, the lands will be subject to the 
following reservations: 

1. Ditches and canals constructed by 
the authority of the United States, Act of 
ae 30, 1890, 26 Stat. 391, 43 U.S.C. 


“- A perpetual right-of-way over and 
across a strip of land 30 feet wide along 
the existing road crossing the 
E%SW%NW’%, section 21, T. 5 S., R 10 
E., Boise Meridian, Idaho, for public 
access and use by the people of the 


United States generally. 


3. Subject to those rights for an 
existing country road exercised under 
RS 2477 and noted under serial number 
IDI-20029. 

This parcel is being offered directly to 
Elmore County on historical use, 
adjacent land use, and value added by 
them to the land. — of i < 
proponent to ga 7 e on 
date of the sale will result in 
cancellation of the sale, and the lands 
will be withdrawn from sale and will 
continue under management by the 
Bureau of Land 

The offer to purchase will be at fair 
market value and will constitute an 
application to purchase the mineral 
estate. A 30 percent (30%) deposit must 
accompany the offer. An additional $50 
non-returnable conveyance 
processing fee is required. The filing fee 
and deposit must be paid by certified 
check, money order, bank draft or 
cashier's check. The offer will be 
rejected if a ied by payment 
other than as listed above. 

The remainder of the full price shall 
be paid within 180 days of the date of 
the sale. Failure to pay the full price 
within the 180 days shall disqualify the 
purchaser and cause the deposit to be 
forfeited to the BLM. 

Objections to this Notice of Realty 
Action will be reviewed by the State 
Director who may sustain, vacate, or 
modify this realty action. In the absence 
of any objections, this realty action will 
become the final determination of the 
Department of the Interior. 


Dated: August 21, 1989. 
Rodger E. Schmitt, 
Associate District Manager. 
[FR Doc. 89-20212 Filed 8-25-89; 8:45 an} 
BILLING CODE 4310-GG-M 


National Park Service 


Draft Legisiative Environmentai impact 
Statement on the Exchange of Land 
interests In Gates of the Arctic 
Preserve, AK 


AGENCY: National Park Service, Interior. 


ACTION: Delay in availability of draft 
environmental impact statement. 


summary: The Notice of Intent for the 
Draft Legislative Environmental Impact 
Statement on the Exchange of Land 
Interests in Gates of the Arctic National 
Park and Preserve, Federal Register, 
Vol. 54, No. 15, Wednesday, January 15, 
1989, stated that the draft statement 
would be available for public review by 
June 1989. 

As a result of a change in the schedule 
for preparation of this document, it will 





not be available for public review until 
the fall of 1989. Issuance of final 
document is anticipated by January 
1990. 
FOR FURTHER INFORMATION CONTACT: 
Paul Haertel, Associate Regional 
Director, Resource Services, National 
Park Service, 2525 Gambell Street, Room 
107, Anchorage, Alaska 99503-2892. 
Telephone: (907) 257-2684. 

Dated: August 22, 1989. 
James W. Stewart, 
Assistant Director, Planning. 
[FR Doc. 89-20201 Filed 8-25-89; 8:45 am] 


AGENCY: National Park Service, Interior. 
ACTION: Correction of deadline for 
comments on the draft environmental 
impact statement for Big Cypress 
National Preserve. 


SUMMARY: The Federal Register Notice 
of August 8, 1989, (Vol. 54, No. 151) is 
hereby corrected to extend the deadline 
for comments to December 1, 1989. This 
deadline coincides with the deadline 
given in the Draft Environmental Impact 
Statement and the EPA's Notice 
published in the Federal Register of 
August 11, 1989, (Vol. 54, No. 154). 
FOR FURTHER INFORMATION CONTACT: 
Fred Fagergren, Superintendent, Big 
Cypress National Preserve, Star Route 
Box 110, Ochopee, Florida 33943, 
Telephone (813) 695-2000. 

Dated: August 22, 1989. 
James W. Stewart, 
Assistant Director, Planning. 
[FR Doc. 89-20200 Filed 8-25-89; 8:45 am] 
BILLING CODE 4310-70-M 


INTERSTATE COMMERCE 
COMMISSION 


[Finance Docket No. 31517] 


Chattanooga & Chickamauga Railway 
Co.; Lease and Operation of Raliroad 
Lines and Property of Central of 
Georgia Raliroad Co., et. al. 

AGENCY: Interstate Commerce 
Commission. 

ACTION: Notice of Exemption. 


SUMMARY: Pursuant to 49 U.S.C. 10505, 
the Interstate Commerce Commission 
exempts Chattanooga & Chickamauga 
Railway Co. from the prior approval 
requirements of 49 U.S.C. 11343, et seq., 
for the lease and operation of two lines 
of railroad and rail-related property 


‘ 


known as the Lyerly and Hedges Lines, 

which are presently owned and 

operated by rail subsidiaries of the 

Norfolk Southern Corporation. These 

lines run between Chattanooga, TN, on 

the one hand, and, Lyerly and Hedges, 

GA, on the other. The exemption is 

subject to employee protective 

conditions and an Historic Preservation 

Act condition. 

DATES: This exemption is effective on 

September 7, 1989. Petitions for 

reconsideration must be filed by 

September 22, 1989. 

AppReEsses: Send pleadings referring to 

Finance Docket No. 31517 to: 

(1) Office of the Secretary, Case Control 
Branch, Interstate Commerce 
Commission, Washington, DC 20423. 

(2) Petitioners’ representatives: Lester A. 
Sittler, P.O. Box 128, 137 Main Street, 
Cooperstown, NY 13326. 

and 

Mark D. Perreault, Norfolk Southern 
Corporation, Three Commercial Place, 
Norfolk, VA 23510. 

FOR FURTHER INFORMATION CONTACT: 

Joseph H. Dettmar, (202) 275-7245. [TDD 

for hearing impaired: (202 275-1721).] 

SUPPLEMENTARY INFORMATION: 

Additional information is contained in 

the Commission's decision. To obtain a 

copy of the full decision, write to, call, 

or pick up in person.from: Dynamic 

Concepts, Inc., Room 2229, Interstate 

Commerce Commission Building, 

Washington, DC 20423. Telephone: (202) 

289-4357 /4359. (Assistance for the 

hearing impaired is available through 

TDD services (202) 275-1721.) 

Decided: August 18, 1989. 

By the Commission, Chairman Gradison, 
Vice Chairman Simmons, Commissioners 
Andre, Lamboley, and Phillips. 

Noreta R. McGee, 

Secretary. 

[FR Doc. 89-20180 Filed 8-25-89; 8:45 am] 

BILLING CODE 7035-01-M 


[Docket No. AB-55 (Sub-No. 193)] 


CSX Transportation, inc.; 
Abandonment of Raliroad Line in 
Vermilion County, IL; Findings 

The Commission has issued a 
certificate authorizing CSX 
Transportation, Inc., to abandon its 5.93- 
mile line of railroad between Collison 
(milepost ZE 120.05) and Brothers 
(milepost ZE 125.98) in Vermilion 
County, IL. 

The abandonment certificate will 
become effective 30 days after this 
publication unless the Commission also 
finds that: (1) A financially responsible 
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person has offered financial assistance 
(through subsidy or purchase) to enable 
rail service to be continued; and (2) it is 
likely that the assistance would fully 
compensate the railroad. 

Any financial assistance offer must be 
filed with the Commission and the 
applicant no later than 10 days from 
publication of this Notice. The following 
notation shall be typed in bold face on 
the lower left-hand corner of the 
envelope containing the offer: “Rail 
Section, AB‘OFA.” Any offer previously 
made must be remade within this 10-day 
period. 

Information and procedures regarding 
financial assistance for continued rail 
service are contained in 49 U.S.C. 10905 
and 49 CFR 1152. 

Decided: August 18, 1989. 

By the Commission, Chairman Gradison, 
Vice Chairman Simmons, Commissioners 
André, Lamboley, and Phillips. 

Noreta R. McGee, 

Secretary. 

[FR Doc. 89-20179 Filed 8-25-89; 8:45 am] 
BILLING CODE 7035-01-M 


DEPARTMENT OF LABOR 
Office of the Secretary 
Renewal; Child Labor Advisory 
Committee 


Notice is given that after consultation 
with the General Services 
Administration (GSA), it has been 
determined that the Child Labor 
Advisory Committee whose charter 
expires August 5, 1989, is hereby 
renewed for the period August 5, 1989 to 
August 5, 1991. This action is necessary 
and in the public interest. 

The Committee will advise the 
Secretary of Labor on the effective 
administration of the childlabor 
provisions of the Fair Labor Standards 
Act. 

Committee membership is designed to 
insure that all major groups affected by 
the Acts and the regulations issued 
thereunder are represented. The 
Committee shall consist of 21 members, 
appointed by the Secretary of Labor, 
and shall include representatives from 
such fields as child advocacy groups, 
employers, unions, the education 
community, civic organizations, State 
officials, child guidance professionals, 
and safety groups. 

The members are selected on the 
basis of their and serve in 
their individual capacities, not as 
representatives of their organizations. 

The Committee will function solely as 
an advisory body and in compliance 
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with the provisions of the Federal 
Advisory Committee Act. The charter 
will be — “a GSA -_ the 
appropriate Congressional Committee. 
Purther information may be obtained 
from: Paula V. Smith, Administrator, 
Wage and Hour Division, Department of 
Labor, Room $3502, 200 Constitution 
Avenue, NW., Washington, DC 20210; 
telephone: (202) 523-8305. 
Signed at Washington, DC, this 22nd day of 
August 1989. 
Elizabeth Dole 
Secretary of Labor. 
[FR Doc. 89-20209 Filed 8-25-89; 8:45 am] 
BILLING CODE 4510-27-44 


State Research Advisory Committee 
on Occupational Safety and Health 


In accordance with the provisions of 
the Federal Advisory Committee Act, 
and after consultation with the General 
Services Administration, the Secretary 
of Labor has determined that the 
establishment of the State Research 
Advisory Committee to the Bureau of 
Labor Statistics (BLS) on Occupational 
Safety and Health Statistics is in the 
public interest in connection with the 
performance of duties imposed on the 
Department of Labor by the 
Occupational Safety and Health Act of 
1970 (29 USC 651). The Committee will 
advise the Commissioner for the Bureau 
of Labor Statistics on the broader 
aspects of proposals for the redesign of 
the Bureau's occupational safety and 
health program, including 
developmental as well as 
implementational facets. 

The Committee will consist of one 
representative from each State, the 
District of Columbia, the 
Commonwealth of Puerto Rico, the 


by 
Commissioner for the Bureau of Labor 
Statistics and appointed by the 


jurisdiction. 

The Committee will function solely as 
an advisory body and in 
with the provisions of the Federal 
Advisory Committee Act; its charter will 
be filed under the Act 15 days from the 
date of this publication. 

Interested persons are — to 
submit comments 
establishment of the State Research 
Advisory Committee on Occupational 
Safety and Health Statistics to the 


Bureau of Labor Statistics. Such 
comments should be addressed.to 
William M. Eisenberg, Assistant 
Commissioner for Occupational Safety, 
Health and Working Conditions, Bureau 
of Labor Statistics, Department of Labor, 
Room 4014, Patrick Henry Building, 601 
D Street, NW., Washington, DC 20212, 
telephone: 202—272-3467. 

Signed at Washington, DC this 22nd day of 
August 1989. 
Elizabeth Dole, 
Secretary of Labor. 
[FR Doc. 88~20210 Filed 8-25-89; 8:45 am] 
BILLING CODE 4510-26—M 


LEGAL SERVICES CORPORATION 


Request for Comments on a Grant 
Award to the Drake University Law 
Schoo! Legal Clinic 


AGENCY: Legal Services Corporation. 
ACTION: The Legal Services Corporation 
(LSC) announces its intention to award 
a one-time, non-recurring grant of 
$45,000 in fiscal year 1989 to the Drake 
University Law School Legal Clinic and 
its Dispute Resolution Resource Center. 
The purpose for making this grant is to 
provide mediation services in civil and 
small claims cases pending in the Polk 
County courts, and matters referred by 
the Legal Aid Society of Polk County. 
These services will be provided to client 
eligibie residents residing in or near 
Polk County, Iowa. 


DATE: All comments and 
recommendations must be received by 
the Office of Field Services of LSC on or 
before September 27, 1989. 

FOR FURTHER INFORMATION CONTACT: 
Victoria O’Brien, Counsel to the Director 
or Charles T. Moses, Associate Director, 
Office of Field Services, Legal Services 
Corporation, 400 Virginia Ave., SW., 
Washington, DC 20024-2751, (202) 863- 
1837. 

SUPPLEMENTARY INFORMATION: The 
Legal Services Corporation is the 
national independent organization 
charged with implementing the federally 
funded system of legal services for low- 
income people. It hereby announces its 
intention to award a grant in the amount 
of $45,000 to the Drake University Law 
School Legal Clinic and its Dispute 
Resolution Resource Center. This grant 
is to finance the provision of mediation 
services by licensed attorneys to the 
eligible client population residing in or 
near Polk County, Iowa. 

It is anticipated that the twelve-month 
term of this grant will extend from 
September 28, 1989 to September 27, 
1990. 


Interested persons are invited to 
“submit written comments and/or 
recommendations concerning the above 
to Victoria O’Brien or Charles T. Moses. 
Dated: August 23, 1989. 
Ellen J. Smead, 
Acting Director, Office of Field Services. 
[FR Doc. 89-20223 Filed 8-25-89; 8:45 am] 
BILLING CODE 7050-01-M 


NUCLEAR REGULATORY 
COMMISSION 


[Docket No. 50-341; FERMI-2] 


Finding of No Significant coon 


The U.S. Nuclear Regulatory 
Commission {the Commission) is 
considering issuance of an amendment 
to Facility Operating License No. NPF- 
43, issued to the Detroit Edison 
Company (DECo) and the Wolverine 
Power Supply Cooperative, Incorporated 
(the licensees) for the operation of 
Fermi-2 located in Monroe County, 
Michigan. 

Envi tal A ‘ 
Identification of Proposed Action 


The proposed amendment would 
revise the Technical Specifications (TS) 
to reflect modifications which are to be 
made to the actuation logic for the 
Automatic Depressurization System 
(ADS). The ADS will be modified in 
accordance with Three Mile Island 
Action Plan, Item ILK.3.18 of NUREG- 
0737. 

The proposed action is in accordance 
with the licensees’ application for 
amendment dated April 3, 1989. 


The Need for the Proposed Action 


The proposed changes to the TS are 
required in order include appropriate 
requirements in regards to the as- 
modified ADS design as required by 
NUREG-0737. 


Environmental Impacts of the Proposed 
Action 

The Commission has completed its 
evaluation of the proposed revision to 
the TS. The proposed revision would 
revise TS 3/4.3.3, “Emergency Core 
Cooling System Actuation 
Instrumentation,” Tables 3.3.3-1, -2 and 
~3 and Table 4.3.3-1 to include the 
addition of drywell pressure-high 
bypass timers and manual inhibit 
switches, which are being added to the 
ADS design. The drywell pressure-high 
bypass timer functions to provide 
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automatic initiation of ADS for 
postulated events which currently rely 
on manual initiation of ADS to prevent 
core damage. The manual inhibit 
switches provide a means for the 
operator to inhibit ADS initiation 
through a single action when called for 
by the plant emergency procedures. 
Currently, a sequence of actions is 
required to manually inhibit ADS. 
Administrative changes are proposed to 
be made to other TS tables and 
ACTIONS to be consistent with the 
above changes. Therefore, the proposed 
changes do not increase the probability 
or consequences of any accidents, no 
changes are being made in the types of 
any effluents that may be released 
offsite, and there is no significant 
increase in the allowable individual or 
cumulative occupational radiation 
exposure. Accordingly, the Commission 
concludes that this proposed action 
would result in no significant 
radiological impact and could result in 
the reduction of the radiological 
impacts. 

With regard to potential 
nonradiological impacts, the proposed 
changes to the TS involve systems 
located within the restricted area as 
defined in 10 CFR Part 20. They do not 
affect nonradiological plant effluents 
and have no other environmental 
impact. Therefore, the Commission 
concludes that there are no significant 
nonradiological environmental impacts 
associated with the proposed 
amendment. 


Alternative to the Proposed Action 


Because the Commission has 
concluded that there is no significant 
environmental impact associated with 
the proposed amendment, any 
alternative would have either no or 
greater environmental impact. The 
principal alternative would be to deny 
the requested amendment. This would 
result in the TS not correctly reflecting 
all of-the requirements needed for 
complete operability of the ADS. 


Alternative Use of Resources 


This action involves no use of 
resources not previously considered in 
connection with the “Final 
Environmental Statement Related to 
Operation of Fermi-2,” dated August 
1981. 


Agencies and Persons Consulted 


The Commission's staff reviewed the 
licensees’ request and did not consult 
other agencies or persons. 


Finding of No Significant Impact 
The Commission has determined not 
to prepare an environment impact 


statement for the proposed license 
amendment. 

Based upon the foregoing 
environmental assessment, the 
Commission concludes that the 
proposed action will not have a 
significant effect on the quality of the 
human environment. 

The Notice of Consideration of 
Issuance of Amendment and 
Opportunity for Hearing in connection 
with this action was published in the 
Federal Register on July 13, 1989 (54 FR 
29662). No request for hearing or petition 
for leave to intervene was filed 
following this notice. 

For further details with respect to this 
action, see the application for 
amendment dated April 3, 1989, which is 
available for public inspection at the 
Commission's Public Document Room, 
2120 L Street, NW., Washington, DC, 
and at the Monroe County Library 
System, 3700 South Custer Road, 
Monroe, Michigan 48161. 

Dated at Rockville, Maryland, this 22nd of 
August 1989. 

For the Nuclear Regulatory Commission. 
John O. Thoma, 

Acting Director, Project Directorate III-1, 
Division of Reactor Projects—IlI, IV, V& 
Special Projects, Office of Nuclear Reactor 
Regulation. 

[FR Doc. 89-20229 Filed 8-25-89; 8:45 am] 
BILLING CODE 7590-01-M 


[Docket Nos. 50-282 and 50-306] 
Northern States Power Co., Prairie 


Significant impact 


The U.S. Nuclear Regulatory 
Commission (the Commission) is 
considering issuance of amendments to 
Facility Operating Licenses Nos. DPR-42 
and DPR-60, issued to Northern States 
Power Company (licensee), for 
operation of the Prairie Island Nuclear 
Generating Plant, Unit Nos. 1 and 2, 
located in Goodhue County, Minnesota. 


Environmental Assessment. 
Identification of the Proposed Action 


The proposed amendments would 
revise Technical Specifications 
modifying the pressure-temperature 
limits taking into consideration the 
irradiation effects of the embrittlement 
of the reactor vessel material up to 20 
effective full power years. Other 
modifications are administrative in 
nature serving to clarify the existing 
requirements. 
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The proposed action is in accordance 
with the licensee's application for 
amendment dated January 12, 1989. 


The Need for the Proposed Action 


The proposed changes to the 
Technical Specifications are required in 
order to meet the requirements of 
Appendices G and H to 10 CFR part 50 
describing specific requirements for 
fracture toughness and the reactor 
vessel material surveillance for 
establishing pressure/temperature limits 
for the operation of the reactor coolant 
system. Other minor administrative 
changes are necessary to clarify and 
eliminate any possible ambiguity in the 
interpretation of the Technical 
Specifications. 


Environmental Impacts of the Proposed 
Action 


The Commission has completed its 
evaluation of the proposed revisions to 
the licenses. The proposed revisions 
would change the pressure-temperature 
limits for the reactor coolant system and 
clarify existing requirements involving 
operation of safety injection pumps, 
minimum pressurization temperature 
(MPT) and the description of the steam 
generator and the pressurizer pressure- 
temperature limits. The proposed 
changes would in no way result in 
increasing the dose to the general public 
as referenced in the Final Environmental 
Statements regarding pathways from 
gaseous or liquid effluents. Collective 
doses are expected to remain the same 
as previously analyzed and are very 
unlikely to pose a significant impact on 
the quality of the human environment. 

With regard to potential non- 
radiological impacts, the proposed 
change involves facilities located 
entirely within the restricted area as 
defined in the 10 CFR part 20, 10 CFR 
51.31, and Regulatory Guide 8.8. It does 
not affect non-radiological plant 
effluents and has no other 
environmental impact, Therefore, the 
Commission concludes that there are no 
significant non-radiological 
environmental impacts associated with 
the proposed amendment. 

The Notice of Consideration of 
Issuance of Amendment and 
Opportunity for He in connection 
with this action was published in the 
Federal Register on June 8, 1989 (54 FR 
24609). No request for hearing or petition 
for leave to intervene was filed 
following this notice. 


Alternative to the Proposed Action 


Since the staff concluded that there 
are no significant environmental effects 
that would result from the proposed 
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action, any alternative with equal or 
greater environmental impacts need not 
be evaluated. 

The principal alternative would be to 
deny the requested amendment. This 
would not reduce environmental 
impacts of plant operation and would 
result in reduced operational flexibility. 


Alternative Use of Resources 


This action does not involve the use of 
any resources not previously considered 
in the Final Environmental Statements 
related to the Prairie Island Nuclear 
Generating Plant, Unit Nos. 1 and 2 
dated May 1973. 


Agencies and Persons Contacted 


The NRC staff reviewed the licensee’s 
request and did not consult other 
agencies or persons. 


Finding of No Significant Impact 

The Commission has determined not 
to prepare an environmental impact 
statement for the proposed license 
amendment. 

Based upon the foregoing 
environmental assessment, we conclude 
that the proposed action will not have a 
significant effect on the quality of the 
human environment. 

For further details with respect to this 
action, see the application for 
amendment dated January 12, 1989, 
which is available for public inspection 
at the Commission's Public Document 
Room, the Gelman Building, 2120 L 
Street, N.W., Washington, D.C., and the 
Technology and Science Department, 

‘Minneapolis Public Library, 300 Nicollet 
Mall, Minneapolis, Minnesota 55401. 

Dated at Rockville, Maryland this 16th day 
of August 1989. 

For the Nuclear Regulatory Commission. 
Dominic C. Dilanni, 

Acting Director, Project Directorate III—1, 
Division of Reactor Projects—Ill, IV, V & 
Special Projects, Office of Nuclear Reactor 
Regulation. 

[FR Doc. 89-20226 Filed 8-25-89; 8:45 am] 
BILLING CODE 7590-01-M 


[Docket Nos. 50-282 and 50-306] 


The U.S. Nuclear Regulatory 
Commission (the Commission) is 
considering issuance of amendments to 
Facility Operating Licenses Nos. DPR-42 
and DPR-60, issued to Northern States 
Power Company (licensee), for 
operation of the Prairie Island Nuclear 


Generating Plant, Units Nos. 1 and 2, 
located in Goodhue County, Minnesota. 


Environmental Assessment 
Identification of the Proposed Action 


The proposed amendments would 
revise the provisions in the Technical 
Specifications relating to fuel 
enrichment. 

The proposed action is in accordance 
with the licensee’s application for 
amendment dated April 6, 1989. 


The Need for the Proposed Action 


The proposed changes to the 
Technical Specifications are required so 
that the licensee can use higher 
enrichment fuel, and provide the 
flexibility of extending the fuel 
irradiation and permitting operation of 
longer fuel cycles. 


Environmental Impacts of the Proposed 
Action 


The Commission has completed its 
evaluation of the proposed revisions to 
the Technical Specifications. The 
proposed revisions would permit use of 
fuel enriched to 4.25 weight percent 
Uranium-235. The safety considerations 
associated with reactor operation with 
higher enrichment have been evaluated 
by the NRC staff. The staff has 
concluded that such a change would not 
adversely affect plant safety. The 
proposed changes have no adverse 
effect on the probability of any accident. 
The increased enrichment may slightly 
change the mix of fission products that 
might be released in the event of serious 
accident but such small changes would 
not significantly affect the consequences 
of serious accidents. No changes are 
being made in the types or amounts of 
any radiological effluents that may be 
released offsite during normal operation. 
There is also no significant increase in 
the allowable individual of cumulative 
occupational radiation exposure. 

With regard to potential 
nonradiological impacts of reactor 
operation with higher enrichment, the 
proposed changes to the Technical 
Specifications involve systems located 
within the restricted area as defined in 
10 CFR Part 20. They do not affect 
nonradiological plant effluents and have 
no other environmental impact. 

The environmental impacts of 
transportation resulting from the use of 
higher enrichment fuel have been 
discussed in the staff assessment 
entitled, “NRC Assessment of the 
Environmental Effects of Transportation 
Resulting from Extended Full 
Enrichment and Irradiation,” dated July 
7, 1988 (53 FR 30355). As indicated 
therein, the environmental cost 
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contribution of the proposed increase in 
the fuel enrichment is either unchanged 
or may in fact be reduced from those 
summarized in Table S—4 as set forth in 
10 CFR 51.52(c). 

Therefore, the staff concludes that 
there are no significant radiological or 
nonradiological environmental impacts 
associated with the proposed 
amendment. 


Alternative to the Proposed Action 


Since the staff concluded that there 
are no significant environmental effects 
that would result from the proposed 
action, any alternative with equal or 
greater environmental impacts need not 
be evaluated. 

The principal alternative would be to 
deny the requested amendment. This 
would not reduce environmental 
impacts of plant operation and would 
result in reduced operational flexibility. 


Alternative Use of Resources 


This action does not involve the use of 
any resources not previously considered 
in the Final Environmental Statements 
related to the Prairie Island Nuclear 
Generating Plant, Unit Nos. 1 and 2, 
dated May 1973. 


Agencies and Persons Contacted 


The NRC staff reviewed the licensee’s 
request and did not consult other 
agencies or persons. 


Finding of No Significant Impact 


The Commission has determined not 
to prepare an environmental impact 
statement for the proposed license 
amendments. 

Based upon the foregoing 
environmental assessment, we conclude 
that the proposed action will not have a 
significant effect on the quality of the 
human environment. 

For further details with respect to this 
action, see the application for 
amendments dated April 6, 1989, which 
is available for public inspection at the 
Commission’s Public Document Room, 
2120 L Street, NW., Washington, DC, 
and the Technology and Science 
Department, Minneapolis Public Library, 
300 Nicollet Mall, Minneapolis, 
Minnesota 55401. 

Dated at Rockville, Maryland this 16th day 
of August, 1989. 

For the Nuclear Regulatory Commission. 
Dominic C. Dilanni, 

Acting Director, Project Directorate HI-1, 
Division of Reactor Projects—Iill, IV, V& 
Special Projects, Office of Nuclear Reactor 
Regulation. 

[FR Doc. 89-20227 Filed 8-25-89; 8:45 am] 
BILLING CODE 7590-01-M 
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Firearms and Explosives Recognition 
and Detection; Training Symposium 


AGENCY: Nuclear Regulatory 
Commission. 


ACTION: Notice of training symposium. 


SUMMARY: The Nuclear Regulatory 
Commission (NRC) will sponsor a three- 
day training symposium for its staff and 
interested licensees on the topic: 
“Meeting the Challenge-Firearms and 
Explosives Recognition and Detection.” 
DATES: November 28, 29, and 30, 1989. 
ADDRESS: Hyatt Regency Bethesda, One 
Bethesda Metro Center, Bethesda, 
Maryland 20814. 


FOR FURTHER INFORMATION CONTACT: 
Priscilla A. Dwyer, Office of Nuclear 
Material Safety and Safeguards, U.S. 
Nuclear Regulatory Commission, 
Washington, D.C. 20555. Telephone (301) 
492-0478. 


SUPPLEMENTARY INFORMATION: This 
symposium is being sponsored by the 
Division of Safeguards and 
Transportation, Office of Nuclear 
Material and Safety and Safeguards. Its 
purpose is to provide to NRC staff and 
interested licensees information about 
state-of-the-art firearms and explosives 
technologies, methods of detection and 
events involving firearms and 
explosives. The symposium is being 
planned as part of a new initiative to 
foster technology exchange among NRC 
staff, NRC licensees, and the Federal 


community. The decision to sponsay the - 


symposium at this time is not reflective 
of a change in the domestic threat 
environment. The symposium will be 
unclassified. 


Based upon the training nature of the 
symposium and possible seating 
limitations which may occur based upon 
response, the NRC plans to use the 
following order of priority in approving 
registrants for participation in the 
symposium. Attendance will be limited 
to approximately 400. 

1. NRC personnel directly engaged in 
the development of physical security 
regulations, inspection or licensing of 
NRC licensees required to have search 
capabilities. 

2. Support staff of instructional 
personnel. ~ 

3. Personnel of NRC licensees who 
perform, provide training in, or establish 
policy for physical security searches. 

4. Persons who, as agents of NRC 
licensees, formulate or develop licensee 
policy on physical security searches. 

5. Personnel from other government 
agencies with on going programs 
directly related to and 
explosives recognition and detection. 


6. Other personnel desiring to 
participate in the training symposium. 

Registration information, which is 
presently under development, will be 
made available to prospective attendees 
later this year. At this time it is 
anticipated that a registration fee in the 
neighborhood of $150.00 will be charged 
to nongovernment attendees. All 
attendees will be required to pre- 
register. There will be no registration at 
the training symposium. 

Daied at Rockville, Maryland, this 21st day 
of August 1989. 

For the Nuclear Regulatory Commission. 
Guy A. Arlotto, 
Acting Director, ao of Nuclear Material 
Safety and Safeguards 
[FR Doc. 89-2028 Filed 8-25-80; 8:45 am] 
BILLING CODE 7590-01-M 


[Docket Nos. 50-603 and 50-604; License 
Nos. CPEP-1 and CPEP-2] 

Ali Chemical isotope Enrichment, inc.; 
Order Modifying Licenses and Order 
To Show Cause Why Licenses Should 
Not Be Revoked 


All Chemical Isotope Enrichment, Inc. 
(AlChemlE or licensee), Pine Ridge 
Office Park, Suite 202-B, 702 Illinois 
Avenue, Oak Ridge, TN 37380, is the 
holder of Construction Permits (licenses) 
numbered CPEP-1 and CPEP-2, issued 
by the Nuclear Regulatory Commission 
(NRC) pursuant to 10 CFR part 50. 
Construction Permit No. CPEP-1 was 
issued on February 10, 1989, and was 
amended on June 20, 1989, to extend its 
latest date for completion to November 
3, 1989. Construction Permit No. CPEP-2 
was issued on February 10, 1989, and 
has a latest date for completion of 
March 31, 1992. 

Construction Permit No. CPEP-1 
authorizes the modification of the 
existing Centrifuge Plant Demonstration 
Facility (CPDF) at the U.S. Department 
of Energy's (DOE) Oak Ridge Gaseous 
Diffusion Plant. Specifically, CPEP-1 
also authorizes the licensee to acquire 
ownership of and take possession of 
security-classified gas centrifuge 
machines and associated classified 
equipment capable of enriching 
uranium, to transport the equipment as 
necessary, and to conduct, in the CPDF, 
tests using up to two gas centrifuge 
machines. CPEP-1 also provides for the 
implementation of security and 
safeguards measures at CPDF and 
modification of that facility to enrich 
stable isotopes. Construction Permit No. 
CPEP-1 also authorizes the licensee to 
possess uranium as calibration sources 
and as contamination on the machines. 
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Construction Permit No. CPEP-2 
authorizes the licensee to construct in 
Oliver Springs, Tennessee, a new 
facility for the enrichment of stable 
isotopes, and to possess uranium as 
calibration sources and as 
contamination on gas centrifuge 
machines and associated equipment 
brought from the Department of Energy's 
Gas Centrifuge Enrichment Plant 
(GCEP). To date no construction 
activities have been undertaken 
pursuant to Construction Permit No. 
CPEP-2. 


The licensee's proposed enrichment of 
stable isotopes would utilize classified 
gas centrifuge equipment. Specifically, 
this gas centrifuge equipment has been 
tested by the DOE and has been shown 
to be capable of producing special 
nuclear material in the form of enriched 
uranium in such quantity as to be of 


- significance to the common defense and 


security. Consequently, this equipment 
is a production facility which must be 
licensed in accordance with the Atomic 
Energy Act of 1954, as amended (Act) 
(see sections 11v, 101, and 103). 

Section 103 production facilities are 
licensed pursuant to 10 CFR part 50. 
Under 10 CFR part 50, the applicant for a 
license is required to submit information 
showing that it is financially qualified to 
carry out, in accordance with the 
Commission's regulations, the activities 
for which the license is sought. In 
judging the adequacy of an application, 
the Commission must find, inter alia, 
that the applicant is financially 
qualified, and that the issuance of a 
license will not be inimical to the 
common defense and security. As 
described in the Federal Register Notice 
of the construction permit proceeding on 
this licensing action for CPEP-1 and 
CPEP-2 (52 FR 15315, April 28, 1988), one 
of the issues in this construction permit 
licensing proceeding was whether the 
applicant (now licensee) is technically 
and financially qualified to modify and 
construct the proposed facilities in such 
a way as to assure adequate protection 
of the common defense and security. 

In that proceeding, the licensee 
provided written evidence and 
testimony in hearings of the Atomic 
Safety and Licensing Board. Based upon 
that information, the staff found that the 
licensee was technically and financially 
qualified to modify the existing CPDF 
facility in such a way as to assure 

e protection of the common 
defense and security; this finding 
appears in Construction Permit CPEP-1. 
A similar process led to a similar finding 
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For all he above reasons and because 
I find tha+ I lack the requisite reasonable 
assuranye that the licensee can proceed 
with opjrations under Construction 
corp CPEP-1 and CPEP-2 in 


regarding construction of the proposed 
facility in Construction Permit CPEP-2. 

Since issuance of the construction 
permits, certain events and information 
materially affect the findings and 
conclusions required for issuance of the 
construction permits. A letter of June 14, 
1989, from Elbert M. Cooper, Jr., attorney 
for the Anderson County Bank, (Bank), 
to AlChemlE, asserts that AlChemlE has 
certain loans with the Anderson County 
Bank, which loans were due and 
payable in full on November 4, 1988. 
Further, it is asserted in the letter that 
the notes were seven months delinquent 
on June 4, 1989. Contrary to these 
assertions, the licensee's submittals to 
the NRC staff and the Licensing Board of 
November 11, 1988, December 19, 1988, 
and January 4, 9, and 17, 1989, 
consistently presented an optimistic 
picture of, inter alia, its ability to obtain 
bank loans. Specifically, AlChemIE 
failed to notify the staff or the Licensing 
Board that its loans with the Bank were 
delinquent during the period of the 
licensing review. 

By letter dated June 26, 1989, 
AlChemlE notified the Commission that, 
for protection from creditors, AlChemIE 
had filed for reorganization in the 
United States Bankruptcy Court for the 
Eastern District of Tennessee (Case 
#89-01095RS-11A). Pursuant to 10 CFR 
50.54(f), in a letter dated July 17, 1989, 
the Director, Office of Nuclear Material 
Safety and Safeguards, required 
AlChemlE to provide in writing, by 
August 15, 1989, under oath or 
affirmation, answers to the request for 
information which was attached to the 
letter as Enclosure 1. The information 
was required for purposes of 
determining whether or not AlChemlE is 
currently in compliance with the 
licensing basis for Construction Permits 
Nos. CPEP-1 and CPEP-2. On August 15, 
1989, documents were received from 
AlChemlE in response to that request 
for information. Based upon our review 
of these documents, AlChemlE has not 
demonstrated that it is financially 
qualified to conduct the activities under 
its license. 

By letter of August 11, 1989, DOE 
advised AlChemlE that the Sales 
Agreement, (Contract No. DE-R005- 
880R21776 titled “Centrifuge Equipment 
Agreement and Bill of Sale,” dated 
November 20, 1987), between DOE and 
AlChemlE for, inter alia, transfer to 
AlChemlE of gas centrifug. ..achines at 
DOE's Gas Centrifuge Enrichment Plant, 
was to expire on August 15, 1989, and 
would not be extended by DOE. DOE 
indicated that its decision not to extend 
the Sales Agreement was “based 
substantially on the continuing failure of 


AlChemlE to meet contractual 
commitments to the DOE, and the clear 
indication that AlChemlE is in no 
position now or in the foreseeable future 
to meet those commitments.” Finally, 
DOE stated, “[i]n addition to not 
extending the Sales Agreement with 
AlChemlE, the DOE will discontinue 
discussions with AlChemlE on the sale 
of centrifuge equipment contained in 
and the lease of the Centrifuge Plant 
Demonstration Facility located at the 
Oak Ridge Gaseous Diffusion Plant.” 


iil 


Based on the above, it appears that 
the licensee failed to fully and 
accurately disclose to the staff or the 
Licensing Board its true financial 
condition during the licensing review 
period when it was presenting 
documents and testimony before the 
Board. The apparently incomplete and 
inaccurate information which the 
licensee did provide led the Staff to find 
that the licensee was financially 
qualified to modify and construct the 
facilities in such a way as to assure 
adequate protection of the common 
defense and security, and to issue 
Construction Permits Nos. CPEP-1 and 
CPEP-2. Had the staff known the 
licensee's true financial condition, the 
staff would not have issued construction 
permits to AlChemlE. 

The NRC must be able to rely on its 
licensees to provide complete and 
accurate information. Section 50.9{a) of 
10 CFR part 50 specifies that information 
provided to the Commission shall be 
complete and accurate in all material 
respects. Section 186 of the Act provides 
for revocation of any license for any 
material false statement in the 
application or upon obtaining other 
information which would warrant the 
Commission to refuse to grant a license 
on an original application. The 
licensee’s disregard of the Commission’s 
need for complete and accurate 
information in this instance cannot and 
will not be tolerated. 

Furthermore, the issuance of the 
construction permits to AlChemIE was 
based upon the license taking 
possession of the classified gas 
centrifuge equipment under the terms of 
the Sales Agreement. AlChemlE has 
failed to take possession of the 
equipment and, based upon DOE’s 
decision not to extend the said Sales 
Agreement, has no further opportunity 
to take possession. Without possession 
of the gas centrifuge machines, the 
projected activities for which AlChemlE 
sought licenses cannot occur. Thus, 
there is no longer any purpose for 
Construction Permits CPEP-1 and CPEP- 
2 


compliface with the Commission's 
regula{§ns and in such a way that there 
will bv’ adequate protection of the 
common defense and security, I have 
determined that Construction Permits 
Nos. CPEP-1 and CPEP-2 should be 
modified to require notice to the 
Commission prior to licensee’s taking 
possession of classified equipment. 
Furthermore, pursuant to 10 CFR 2.201(c) 
and 2.204, I find that the public interest 
requires that this Order Modifying 
Licenses be immediately effective and 
that no prior notice is required. 


IV 


Accordingly, pursuant to sections 103, 
161b, 161c, 161i, 1610, 182 and 186 of the 
Atomic Energy Act of 1954, as amended, 
and the Commission's regulations in 10 
CFR 2.204 and 10 CFR Part 50, it is 
hereby ordered, effective immediately, 
That construction permits Nos. CPEP-1 
and CPEP-2 are modified as follows: 

As Condition II.12 in CPEP-1 and as 
Condition [1.11 in CPEP-2 is added the 
following: 

Licensee shall notify in writing the 
Director, Office of Nuclear Material Safety 
and Safeguards, U.S. Nuclear Regulatory 
Commission, Washington, DC 20555 and the 
Regional Administrator, NRC Region II, 101 
Marietta Street, NW. Suite 2900, Atlanta, GA 
30323, at least 30 days before taking 
possession of any classified equipment. 


Vv 


It is Further ordered, that licensee 
show cause why construction permits 
Nos. CPEP-1 and CPEP-2 should not be 
revoked. Pursuant to 10 CFR 2.202(b), 
the licnesee may show cause why its 
licenses should not have been modified 
and why its licnese should not be 
revoked, by filing a written answer 
under oath or affirmation within 20 days 
after the date of issuance of this Order, 
setting forth the matters of fact and law 
on which the licensee relies. The 
licensee may answer this Order, as 
provided in 10 CFR 2.202(d), by 
consenting to the provisions specified in 
section IV above. 


Vi 


Pursuant to 10 CFR 2.202(b), the 
licensee may, in its answer filed under 
section V, request a hearing. The 
licensee or any other person adversely 
affected by this Order may request a 
hearing within 20 days of its issuance. 
Any answer to this Order or any request 
for hearing shall be submitted to the 





Director, Office of Nuclear Material 
Safety and Safeguards, U.S. Nuclear 
Regulatory Commission, Washington, 
DC 20555. Copies also shall be sent to 
the Assistant General Cousel for 
Hearings and Enforcement at the same 
address and to the Regional 
Administrator, NRC Region II, 101 
Marietta Street, NW, Suite 2900, Atlanta, 
GA 30323. If a person other than the 
licensee requests a hearing, that person 
shall set forth with particularity the 
manner in which his interest is 
adversely affected by this Order and 
shall address the criteria set forth in 10 
CFR 2.714{d). Upon the licensee's 
consent to the provisions set forth in 
section IV of this Order, or upon failure 
of the licensee to file and answer within 
the specified time, and in the absence of 
any other request for a hearing, the 
provisions spe in section IV above 
shall be final without further Order or 
proceedings. An answer under section V 
or A request for hearing under section 
VI of this order shall not stay the 
immediate effectiveness of this order. 
Upon the failure of the licensee to file an 
answer within the specified time, and in 
the absence of any other request for a 
hearing, Construction Permits CPEP-1 
and CPEP-2 are revoked and this action 
shall be final without further Order or 
proceeding, 

If a hearing is requested by the 
licensee or a person whose interest is 
adversely affected, the Commission will 
issue an Order designating the time and 
place of any hearing. If a hearing is held, 
the issue to be considered at such 
hearing shall be whether this Order 
should be sustained. 


Dated at Rockville, Maryland this 8th 
day of August, 1989. 

For the Nuclear Regulatory Commission. 
Hugh L. Thompson, Jr., 
Deputy Executive Director for Nuclear 
Materials Safety, Safeguards, and Operations 
Support. 
[FR Doc. 89-20230 Filed 8-25-89; 8:45 am] 
BILLING CODE 7590-01-M 


[Docket No 50-254 and 50-265] 


1 and 2; Exemption 
I 


The Commonwealth Edison Company 
(CECo, the licensee) is the holder of 
Operating License No. DPR-29 which 
authorizes operation of Quad Cities 
Nuclear Power Station {(QCNPS) Unit 1, 
and Operating License No. DPR-30 
which authorizes operation of Unit 2. 
These licenses provide, among other 


things, that QCNPS Units 1 and 2 are 
subject to all rules, regulations, and 
Orders of the Commission now or 
hereafter in effect. 

The station is comprised of two 
boiling water reactors at the licensee's 
— located in Rock Island County, 

inois. 


On November 19, 1980, the 
Commission published revised § 50.48, 
“Fire Protection,” and a new Appendix 
R to 10 CFR part 50, “Fire Protection 
Program for Nuclear Power Facilities 
Operating Prior to January 1, 1979,” 
regarding fire protection features of 
nuclear power plants requried to satisfy 
the General Design Criterion related to 
fire protection (Criterion 3, Appendix A 
to 10 CFR part 50). The revised § 50.48 
and Appendix R became self-evaluation, 
CECo submitted additional letters dated 
December 4, 1985, June 25, 1986 and July 
22, 1986, September 30, October 1, and 
November 23, 1987. These letters 
modified and withdrew some previous 
exemptioa requests and proposed other 
exemption requests from section IILG. 

Concurrent with these subsequent 
submittals, in response to Commission 
inquiries on issues concerning high 
impedance faults and electrical isolation 
deficiencies that surfaced during review 
of the original December 18, 1984 letter, 
CECo submitted further exemption 
requests by letters dated January 12, 
1987, September 30, 1987 (different letter 
than as above), October 1, 1987 (same 
letter as above), November 20, 1987, 
November 23, 1987 and November 30, 
1987. These letters specifically requested 
approval for exemptions from 
Subsection H.G.1, to allow manual 
operations, including hot shutdown 
repairs (i.e. pulling and/or replacing 
fuses), for achieving and maintaining hot 
shutdown which would resolve the 
Commissions concerns and preclude 
other problems associated with fire- 
induced spurious actuations. 

On December 1 (Hot Shutdown 
Repairs) and December 11 (Fire 
Protection) of 1987, the NRC issued 
Safety Evaluation Reports (SER) 
approving all exemptions from 
Appendix R Section III.G requested by 
CECo except for those identified by 
CECo in applications dated September 
30, October 1, and November 23, 1987 
(these exemption requests are still under 
NRC review). By letter dated February 
19, 1988, CECo provided unsolicited 
comments to the aforementioned SERs 
and requested that some specific 
changes be made in them to improve 
accuracy and clarity. Consequently, the 
NRC reissued revised SERs dated April 
20 and July 21, 1986 (respectively). 
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The following is a list of the 
exemptions from ix R, section 
IIl.G requested by CECo, with a brief 
description. Detailed descriptions of 
these exemption requests and of the 
NRC staff's evaluation are contained in 
the previously mentioned CECo and 
NRC documents, which are located in 
the Public document Room. 

(1) Turbine Building Northern and 
Southern Zone Groups (Fire Areas TB-I 
and TB-IIl) to the extent that manual 
operations (including hot shutdown 
repairs) disallowed by section III.G.1 are 


- necessary to prevent spurious 


operations and high impedance faults of 
safe shutdown equipment. 

(2) Control power circuits for Diesel 
Generators and certain 480V breakers to 
the extent that hot shutdown repairs 
disailowed by section III.G.1 are 
required to compensate for fire induced 
electrical isolation design deficiencies. 

(3) Unit 1 Reactor Building (Fire Zones 
1.1.1.2, 11.2.2, 1.1.1.18—Torus South, 
1.1.1.1N—Terus North) and Unit 2 
Reactor Building (Fire Zones 1.1.2.2, 
11.3.2, 1.1.2.1S—Torus South, and 
1.1.2.1N Torus North) to the extent that 
complete 3-hour fire rated barriers 
pursuant to Section III.G.2.a are not 
provided. 

(4) Unit 1 Reactor/Turbine Building 
Interface Boundary and Unit 2 Reactor/ 
Turbine Building Interface Boundary to 
the extent that 3-hour fire rated barriers 
pursuant to section III.G.2.a are not 
provided. 

(5) Unit 1 Reactor Building (Fire Zones 
1.1.1.1, 1.1.1.2, 1.1.1.3, 1.1.1.4, 1.1.1.5, 
1.1.1.6, 11.1.3, 11.2.1, 11.2.2, 11.2.3, and 
11.2.4) and Unit 2 Reactor Building (Fire 
Zones 1.1.2.1, 1.1.2.2, 1.1.2.3, 1.1.2.4, 
1.1.2.5, 11.1.4, 11.3.1, 11.3.2, 11.3.3, and 
11.3.4) to the extent that automatic fire 
detection and fixed fire suppression 
systems pursuant to section III.G.3 are 
not provided. 

(6) Units 1 and 2 Control Room (Fire 
Zone 2.0), Units 1 and 2 Auxiliary 
Computer Room, and Unit 1 and 2 
Auxiliary Electric Equipment Room (Fire 
Zone 8.3) to the extent that a fixed fire 
suppression pursuant to section III.G is 
not provided. 

(7) 4-KV Bus Duct Penetrations to the 
extent that complete 3-hour fire rated 
barriers pursuant to section III.G.2.a are 
not provided. 

(8) Standby Gas Treatment System 
and the Reactor Building Vent System 
Piping Penetrations to the extent that a 
complete 3-hour fire rated barrier 
pursuant to section III.G.2.a are not 
provided. 

(9) Drywell Expansion Gap in Units 1 
and 2 to the extent that automatic fire 
detection and fixed fire suppression 





Federal Register / Vol. 54, No. 165 / Monday, Augusf 28, 1989 / Notices 


systems pursuant to section I.G.3 are 
not installed. 

(10} Units 1 and 2 Turbine Building 
Southern and Central Zone Groups te 
the extent that a complete 3-hour fire 
maa eee — 

is not 

(11) Units 1 and 2 Turbine Building 
Southern and Northern Zone Groups to 
the extent that a complete 3-hour fire 
nae Pe uai’ 

, is not 

(12) Turbine Building Operating Floor 
(Fire Zones 8.2.8.A, 8.2.8.B, 8.2.8.C, 
8.2.8.D, and 8.2.8.E) to the extent that 
complete 3-hour fire rated barriers 
pursuant to section IILG.2.a are not 
provided. 

(13) Watertight Door (Fire Zone 
11.1.1.B] to the extent that a complete 3- 
hour fire rated barrier pursuant to 
section ITI.G.2.a is not provided. 

(14) Northern/Central Zone Groups 
and Fire Zone 8.2.8.D to the extent that a 
complete 3-hour fire rated barrier 
pursuant to section III.G.2.a is not 
provided. 

The NRC did not evaluate CECo’s 
exemption request from HI.G. 3 for the 
Turbine Building (Northern and Central 
Zone Group, and Operating Floor} and 
Southern/Northern Zone Groups (Fire 
Zones 8.2.1.A, 11.1.1.A, and 8.2.7.D} 


special circumstances, as provided in 10 
CFR 50.12(a)(2){ii), are present to justify 
granting the exemptions; namely, that 
application of the regulation in these 
particular circumstances is not 
necessary toe achieve the underlying 
purpose of the rule. In general, the 
underlying purpose of the rule is to 
accomplish safe shutdown in the event 


protection 

single fire will not result in the lore of 
safe shutdown capability. These 
features include manual actions, 
automatic suppression, and early 
detection of fires im their incipient 


stages. The fire protection features, in 
conjunction with low cambustible 
loadings, provide a high degree of 
assurance that a single fire will not 
result in loss of safe shutdown 
capability. In addition, the special 
circumstances of 10 CFR 50.12{a)}{2}fiii) 
apply in that compliance would result in 
costs that are significantly in excess of 
those contemplated when the regulation 
was adopted. Providing additional 
protection features, as would be 
required to meet the regulations, would 
not result in a significant increase in the 
level of protection and would result in 
undue costs and resource 

for the licensee in additional 
engineering, procurement of materials, 
fabrication, and installation. 
Accordingly, the Commission hereby 
grants exemptions for the conditions 
listed in section HL above. 

Pursuant to 10 CFR 52.32, the 
Commission has determined that 
granting these exemptions will have no 

significant impact on the environment as 
published in the Federal Register on July 
31, 1989 (54 FR 31596). 

This exemption is effective upon 
issuance. 

Dated at Rockville, Maryland this 18th day 
of August, 1989. 

For the Nuclear Regulatory Commission. 
Gary M. Holahan, 

Acting Director, Division of Reactor Projects 
IIE, IV, V, and Special Projects Office of 
Regulation. 


’ Nuclear Reactor 


[FR Doc. 88-20232 Filed 8-25-89; 8:45 am] 
BILLING CODE 7590-01-™ 


[Docket No. 50-155] 


Consumers Power Co.; issuance of 
Amendments to Facility Operating 


The U.S. Nuclear Regulatory 
Commission (Commission) has issued 
Amendment No. 100 to Facility - 
Operating License No. DPR-6, issued to 
Consumers Power Company (the 
licensee), which revised the Technical 
Specifications (TSs} for operation of the 
Big Rock Point Plant (the facility), 
located in Charlevoix County, Michigan. 
The amendment is effective as of the 
= issuance. 


Safety 
(NSSD) and the elimination of the 
Independent Safety Engineering Group 


(ISEG). 
The application for the amendment 


complies with the standards and 
requirements of the Atomic Energy Act 


of 1954, as amended (the Act}, the 
Commission's rules and regulations. The 
Commission has made appropriate 
findings as required by the Act and the 
Commission's rales and regulations in 10 
CFR Chapter I, which are set forth in the 
license 

Notice of Consideration of Isseance of 
Amendment and Opportunity for 
Hearing in connection with this action 
was published in the Federal Register on 
March 29, 1989 (54 FR 12977}. No request 
for a hearing or petition for leave to 
intervene was filed following this notice. 

The Commission has prepared an 
Environmental Assessment related to 
the action and has determined not to 
prepare an environmental impact 
statement. Based upon the 
environmental assessment, the 
Commission has concluded that the 
issuance of this amendment will not 
have a significant effect on the quality 
of the human environment. 

For further details with respect to the 
action see (1) the application for 
amendment dated September 22, 1988, 
and supplemented. January 17, and April 
12, 1989 (2) Amendment No. 100 to 
License No. DPR-6, {3} the Commission's 
related Safety Evaluation, and (4} the 

Commission’s Environmental 
Assessment. All of these items are 
available for public inspection at the 
Commission's Public Document Room, 
The Gelman Building, 2120 L Street NW., 
Washington, DC and at the North 
Central Michigan College, 1515 Howard 
Street, Petosky, Michigan 49770. A copy 
of items (2), (3} and (4) may be obtained 
upon request addressed to the U.S. 
Nuclear Regulatory Commission, 
Washington, DC 20555, Attention: 
Director, Division of Reactor Projects Hf, 
IV, V and Special Projects. 

Dated at Rockville, Maryland this August 
16th day of 1989. 

For the Nuclear Regulatory Commission. 

Robert M. Pulsifer, 

Project Manager, Project Directorate IT-1, 
Division of Reactor Projects Ill, IV, V and 
Special Projects, Office of Nuclear Reactor 
Regulation. 

[FR Doc. 89-20231 Filed 8-25-89; 8:45 am] 
BILLING CODE 7500-01-M 


Duke Power Co., Oconee Nuclear 
Station, Units 1, 2, and 3; Exemption 


[Docket Nos. 50-269, 50-270, and 50-287} 
I 


Duke Power Company (Duke or the 
licensee} is the holder of Facility 
Operating License Nos. DPR-38, DPR—- 
47, and DPR-55 whieh: authorize the 
operation of the Oconee Nuclear 





Station, Units 1, 2, and 3 (Oconee or the 
facility) at steady-state power levels not 
to exceed 2568 megawatts thermal for 
each unit. These licenses provide, 
among other things, that the facilities 
are subject to all rules, regulations, and 
Orders of the Nuclear Regulatory 
Commission (the Commission) now or 
hereafter in effect. 

The facility consists of three 
pressurized water reactors at the 
licensee's site located in Oconee 
County, South Carolina. 


ll 


On November 19, 1980, the 
Commission published a revised 10 CFR 
50.48 and a new 10 CFR part 50, 
appendix R, “Fire Protection Program for 
Nuclear Power Facilities Operating Prior 
to January 1, 1979.” On February 17, 
1981, the revised § 50.48 and appendix R 
became effective. Section III of 
Appendix R contains fifteen 
subsections, lettered A through O, each 
of which specifies requirements for a 
particular aspect of the fire protection 
features at a nuclear power plant. One 
of these subsections, III.G, is the subject 
of Duke's exemption requests. 

Section I11.G.2 of Appendix R requires 
that one train of cables and equipment 
necessary to achieve and maintain safe 
shutdown be maintained free of fire 
damage by one of six means. The two 
paragraphs, a and d, that pertain to the 
Duke exemption requests are as follows: 


A. Separation of cables and equipment and 
associated non-safety circuits of redundant 
trains [shall be accomplished] by a fire 
barrier having a 3-hour rating. Structural steel 
forming a part of or supporting such fire 
barriers shall be protected to provide fire 
resistance equivalent to that required of the 
barrier; or 

d. Separation of cables and equipment and 
associated non-safety circuits of redundant 
trains {shall be accomplished] by a horizontal 
distance of more than 20 feet with no 
intervening combustibles or fire hazards. 


il 


By letters dated November 11 and 
October 24, 1983, and August 14, 1984, 
Duke requested exemptions for Oconee 
from appendix R to 10 CFR part 50. By 
letter Gaited February 28, 1985, Duke sent 
additional information to clarify the 
exemption requests. Further, Duke 
stated that two of the submitted 
exemption requests would be - 
withdrawn based on the successful fire 
testing of associated fire barriers. In a 
letter dated September 30, 1985, Duke 
presented the fire test data, its favorable 
evaluation, and their formal request to 
withdraw exemption requests nos. 1 and 
2 of the November 11, 1983 letter. By 
letter dated November 14, 1986, the staff 
requested further information on the 


remaining exemption requests. By letter 
dated December 23, 1986, Duke 
responded initially to the questions. 
Later, in a letter dated April 21, 1987, 
Duke sent additional information. 

The staff has reviewed the remaining 
~ exemption requests as discussed 

elow. 


1, Auxiliary and Reactor Buildings— 
Expansion Joints 

Duke requested an exemption from 
the technical requirements of section 
Iil.G.2.a of Appendix R because the 
seismic expansion joints, used in fire 
barriers between the auxiliary building 
and the reactor building, are not rated 
for 3-hour fire resistance. 

The auxiliary building is next to the 
reactor building; these two buildings are 
above the east and west penetration 
rooms. A 3-hour fire resistive barrier 
was constructed to separate the east 
from the west penetration room. These 
fire barriers separate trains of safe 
shutdown equipment and associated 
circuits. Cork is embedded in the 
concrete slabs above and below the 
wall adjacent to the reactor building 
wall. Duke states that the exemption 
request is only for the compressed cork 
in the expansion joints, located between 
the auxiliary building floor slabs and the 
reactor building walls at the ceiling of 
the west penetration room. The joints 
have compressed cork installed as filler 
material. Because the compressed cork 
in the expansion joints is not a 3-hour, 
fire-rated assembly, Duke evaluated the 
acceptability of using these joints ‘in fire- 
rated barriers. 

In evaluating the exemption request, 
the staff considered the following three 
characteristics about the penetration 
rooms: (1) The amount of combustible 
material (also called combustible 
loading); (2) the installed smoke 
detectors; and (3) the distance between 
the combustibles and the cork. 

First the combustible loading of the 
area is low. It consists primarily of cable 
insulation for fan motors and lights. No 
fixed combustibles are installed near the 
exposed cork. The penetration rooms, 
constructed of reinforced concrete, have 
a ceiling height of about 25 feet. The 
area above the east and west 
penetration rooms contains only air 
handling equipment. The west 
penetration room contains only cables - 
of one train of equipment necessary to 
achieve safe shutdown. If a fire were to 
occur, the redundant safe shutdown 
equipment would not be affected. 
Because this area has low combustible 
loading, the area is unlikely to have a 
fire that would propagate through the 
expansion joints and into the east and 
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west penetration rooms and damage the 
redundant safe shutdown equipment. 

Second, smoke detectors have been 
installed by Duke throughout the east 
and west penetration rooms. These 
detectors alarm in the main control 
room. If a fire were to occur, the smoke 
detectors would give the reactor 
operators early warning. Although this 
area does not have fire suppression, it 
does have portable extinguishers and 
manual hose stations. After receiving 
the alarm, the reactor operators would 
dispatch the fire brigade to the area; the 
fire brigade would then extinguish the 
fire by using the portable extinguishers 
and manual hose stations. 

Finally, the distance between the 
combustibles and the exposed cork and 
also the separation between the two 
trains of safe shutdown equipment 
provide sufficient protection to ensure 
the ability to achieve and maintain safe 
a until Duke extinguishes the 
Thus, the staff finds that the low 
combustible loading, the automatic fire 
detection, the passive protection of fire 
area boundaries, and the separation of 
safe shutdown equipment provide 
reasonable assurance that the fire 
brigade would be able to extinguish a 
fire before it develops to the point of 
preventing a safe plant shutdown. 
Furthermore, the staff finds acceptable 
the compressed cork used in the seismic 
expansion joints located at the ceiling of 
the west penetration room, for each of 
the three units, because the cork does 
not decrease the level of fire protection. 
Therefore, the staff concludes that 
Duke's fire protection features meet the 
underlying purpose of the rule because 
they provide an equivalent level of fire 
protection as would literal compliance 
with appendix R. 


2. Reactor Buildings—Separation 
Distance Between Safety Circuits and 
Non-Safety Circuits 


Duke requested an exemption from 
the technical requirements of section 
I11.G.2.d of appendix R for two cases 
where either the distance between 
redundant instruments is less than 20 
feet or where the distance between 
redundant components necessary for 
achieving hot shutdown is 20 feet, but 
intervening combustibles exist between 

In the first case, Duke stated that the 
pressurizer level transmitter in the Unit 
1 reactor building is separated by about 
15 feet from the balance of plant 
instruments although there are no 
intervening combustibles. In the second 
case, Duke states that although they are 
separated by more than 20 feet, the 
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primary and alternate trains of 
instrumentation have intervening 
combustibles between them. 

In evaluating the os request, 
the staff considered the specific 
configuration of the cases. In the first 
case, although there are no er 
combustibles between them, the two 
instruments are separated by only 15 
feet. Furthermore, in the rest of the area, 
the combustible leading, which consists 
primarily of cable, is low. To reduce the 
probability of a fire from transient 
combustibles, Duke has incorporated 
administrative controls to limit transient 
combustibles and inspections to detect 
any combustibles before starting the 
unit after an outage. Also, reactor 
buildings are huge structures whose 
appreciable volume dissipates the heat 
from a fire. 

In the second case where the primary 
and alternate trains of instrumentation, 
ie, cables, valves and instruments of the 
safe shutdown system, are located in 
two different areas within each reactor 
building, the trains are separated by 
more thar 29 feet. However, there are 
also combustibles between 
them. Although their concentration is 
low, the intervening combustibles 
consist of cable trays traversing the 
reactor building {RB}. Because the cable 
insulation contained within the trays is 
comparable to IEEE-383 qualified cable, 
the cable insulation will burn slowly 
with an initially low rate of heat release. 

Thus, for the first case of pressurizer 
level instrumentation, the staff finds that 
the low combustible eens and large 
RB volume provide reasonable 
assurance that the fire brigade would be 
able to extinguish a fire before it 
develops to the point of preventing a 
safe plant shutdown. In the second, the 
distance between redundant and 
alternate standby shutdown equipment, 
combined with the low rate of fire 
propagation through the trays, provides 
reasonable assurance that the 
brigade will extinguish the fire before it 
affects redundant trains of 
instrumentation. Therefore, the staff 
concludes that Duke’s fire protection 
features within the RB meet the 
underlying purpose of the rule because 
they provide an equivalent level of fire 
protection as would literal compliance 
with appendix R. 

3. Pipe Tunnel Access Area 

Duke requested an exemption from 
the technical requirements of section 
Ill.G.2.a of appendix R because the pipe 
tunnel access area the standby 
shutdown system cables located in the 
pipe tumnel access area does not have a 
$-hour, fire-rated barrier separating it 
from the east penetration room above. 


In evaluating the exemption request, 
the staff considered the amount of 
combustible loading and manual fire 
suppression. 

First, the combustible loading im the 
pipe tunnel access is low. If a fire were 
to occur, it would develop slowly. Also, 

fire propagation path between the 
standby shutdown system cables and 
the east penetration room is circuitous, 
consisting of several unrated barriers 
and open areas. Second, the fire brigade 
may use the portable extinguishers, 
manual hose stations, or a fire hose 
supplied from the fire hydrant to 
extinguish the fire. 

Thus, the stafffindsthatthelow | 
combustible loading and manual fire 
suppression provide reasonable 
assurance that the fire will not 
propagate between the pipe tunnel 
access area and the east penetration 
room above. 

Therefore, the staff concludes that the 
existing separation between the pipe 
tunnel access area and the east 
penetration room provides a level of fire 
protection equivalent to the technical 
requirements of section IIL.G.2.a of 
appendix R. 


4. East and Wesi Penetration Rooms 


Duke requested an exemption from 
the technical requirements of section 
III.G.2.a of appendix R for pipe 
penetrations through the floor and 
ceilings of the penetration rooms. 

The licensee stated that “Armaflex” 
and “Rubatex” insulating materials are 
used to seal pipe penetrations through 
the floor and ceilings of the east and 
west rooms. Armaflex is described in 
the Oconee Nuclear Station Fire 
Protection Safety Evaluation Report 
dated August 11, 1978, and has a flame 
spread rating of 50. Rubatex is a similar 
material with a flame spread of 25. 

The licensee has stated that due to the 
presence of this insulating material at 
pipe penetrations, an exemption is 
required from the specific technical 
requirements of section III.G.2.a of 
appendix R. 

By letter dated April 21, 1987, Duke 
stated that the west penetration room 
and cask decontamination rooms are 
considered a single fire area. Therefore, 
the exemption request applies only to 
the ceilings of the west penetration 
room. 

The pipe penetrations through the 
ceiling of the west penetration room do 
not comply with the technical 
requirements of section III.G.2.a of 
appendix R because of the pipe 
insulation materials installed. The 
insulating materials used are known as 
Armaflex and Rubatex. 


The west penetration room contains 
only one train of equipment necessary to 
achieve safe shutdown. The penetration 
room is constructed of reinforced 
concrete and has a ceiling height of 
approximately 25 feet. The predominant 
combustible within the room is cable 
insulation. 

Smoke detectors are provided for the 
west penetration room. These detectors 
alarm in the main contro! room. Hf a fire 
occurs, it should be detected in its early 
stages and alarmed in the main control 
room. The fire brigade will be 
dispatched to the area to extinguish the 
fire using the portable extinguishers and 
manual host stations provided. 

By letter dated May 11, 1984, 
information concerning Rubatex was 
submitted to the staff as part of the 
licensing review for the Catawba 
Nuclear Station. The staff has accepted 
the use of this material as described in 
Supplement 3 to the Catawba Nuclear 
Station Safety Evaluation Report (SSER 
3) dated July 1984. The Rubatex 
insulation has a Flame Spread Index of 
25, a Smoke Development Index of 100 
(maximum], ard a Fuel Contribution 
Index of 30. 

For the Oconee Nuclear Station, 
“Armaflex”, a similar material with a 
flame spread index of 50 or less, was 
submitted fo the staff for review by 
Duke's letter dated January 25, 1978. The 
use of this material in an arrangement 
similar to that used in the ceiling of the 
west penetration room was accepted a3 
described in the Oconee Fire Protection 
Safety Evaluation Report dated August 
11, 1978. 

Because of the limited combustibility 
of the insulation material, it is unlikely 
that a fire would propagate through the 
penetration seals from one fire area to 
the other. Should a fire occur in the 
penetration room, it would be detected 
in its incipient stage. The alarms from 
the detectors annunciate in the control 
room where the fire brigade would be 
dispatched to extinguish the fire 
manually. 

Based on the above evaluation, 
previous acceptance of the insulating 
material, and the staff review of site 
conditions, the staff concludes that the 
piping penetrations at the ceiling of the 
west penetration room, provide 
reasonable assurance that a fire would 
not propogate through the barrier and, 
therefore, provide a level of fire 
protection equivalent to the technical 
requirements of section II.G.2. of 
appendix R. 


5. Reactor Building Walls 


Duke requested an exemption from 
the technical requirements of section 





II1.G.2.a of appendix R to the extent that 
three-hour, fire-rated pipe penetrations 
are not provided within the reactor 
building wall contiguous to the 
penetration rooms. 

Duke has stated that the mechanical 
pipe penetrations in the reactor building 
walls are not fire rated. The reactor 
building walls serve as fire barriers 
separating redundant trains of cables in 
the east and west penetration rooms. 
Because of the presence of these unrated 
penetrations, the reactor building walls 
do not conform with the technical 
requirements of section III.G.2.a of 
appendix R to 10 CFR part 50. 

The containment penetration design 
for pipe containing less than 150°F 
process fluids consists of a sleeved 
opening with a steel housing assembly 
anchored to the reactor building wall, 
with a pipe cap attached to the pipe for 
containment integrity. Penetrations for 
higher temperature process piping are 
similar in design but have insulation 
between the process pipe and the wall 
sleeve. 

The mechanical pipe penetration 
design was observed during the plant 
appendix R inspection during the week 
of January 26-30, 1987, to be similar to 
penetration designs used at other 
facilities. The penetrations have been 
designed to meet multiple containment 
integrity criteria. 

The combustion loadings near the 
penetration are low; therefore, a fire of 
significant magnitude or duration should 
not occur near the penetrations. If a fire 
does occur, it is probable that the 
substantial construction of the piping 
penetrations, combined with the large 
room volumes on either side of the 
penetrations, will prevent fire 
propagation through the containment 
boundary. It is, therefore, concluded that 
the existing unrated containment 
mechanical pipe penetrations provide 
reasonable assurance that a fire will not 
propagate through the barrier and are, 
therefore, an acceptable deviation from 
the technical requirements of section 
II1.C.2.a of appendix R. 

Based on the above evaluation, the 
existing mechanical pipe penetrations in 
the reactor building walls provide a 
level of fire protection equivalent to the 
technical requirements of section 
II1.G.2.a of appendix R and provide 
reasonable assurance that the fire will 
not propagate through the containment 
boundaries. 

6. 10 CFR 50.12 Determination 

Pursuant to 10 CFR 50.12(a)(2), the 
Commission will not consider granting 
an exemption unless special 


circumstances are present. Special 
circumstances are present when 


application of the regulation in the 
particular circumstances would not 
serve the underlying purpose of the rule 
or is not necessary to achieve the 
underlying purpose of the rule. 

The underlying purpose of section 
IILG is to provide adequate protection of 
redundant components of safety-related 
equipment by limiting damage in the 
event of a fire at one safety-related 
component location so the performance 
of the other redundant safety-related 
component is not affected. As described 
in the evaluation section of each 
exemption request, the staff has 
concluded that the existing fire 
protection systems provide equivalent 
protection to that which would be 
provided by meeting the literal 
separation requirements of section III.G 
of appendix R. 

In summary, the staff has concluded 
that the alternative fire protection 
provided in support of the exemptions 
meets the fire protection which would 
otherwise occur if literal compliance 
with the separation requirements of 
appendix R were required. Therefore, 
the staff concludes that special 
circumstances exist for the licensee's 
requested exemptions in that imposition 
of the literal requirements of the 
regulation in these particular 
circumstances is not necessary to 
achieve the underlying purpose of 
appendix R to 10 CFR part 50. 


IV 


Accordingly, the Commission has 
determined, pursuant to 10 CFR 50.12(a), 
that (1) an exemption as described in 
section III. is authorized by law, will not 
present an undue risk to the public 
health and safety, and is consistent with 
the common defense and security, and 
(2) in this case, special circumstances 
are present as described in Section III. 
Therefore, the Commission hereby 
grants an exemption from the 
requirements of section IIL.G. of 
appendix R to 10 CFR part 50 as 
described in section Ill. above. 

Pursuant to 10 CFR 51.32, the 
Commission has determined that the 
issuance of this exemption will have no 
significant impact on the environment 
(53 FR 50139). 

This Exemption is effective upon 
issuance. 

Dated at Rockville, Maryland, this 21st day 
of August 1989. 

For the Nuclear Regulatory Commission. 
Steven A. Varga, 

Director, Division of Reactor Projects-I/Il, 
Office of Nuclear Reactor Regulation. 

[FR Doc. 89-20233 Filed 8-25-89; 8:45 am] 
BILLING CODE 7590-01-M 


Federal Register / Vol. 54, No. 165-/ Monday, August 28, 1989 / Notices 


[Docket No. 70-25; ASLBP No. 89-594-01- 
L} 


Rockwell international Corp.; 
Designation of Presiding Officer 


Pursuant to delegation by the 
Commission dated December 29, 1972, 
published in the Federal , 37 FR 
28710 (1972), and §§ 2.105, 2.700, 2.702, 
2.714, 2.7148, 2.717 and 2.721 of the 
Commission's Regulations, all as 
amended, a single member of the 
Atomic Safety and Licensing Board 
Panel is hereby designated to rule on 
petitions for leave to intervene and/or 
requests for hearing and, if necessary, to 
serve as the presiding officer to conduct 
the hearing in the event that an informal 
adjudicatory hearing is ordered in the 
following Materials Licensing 
proceeding. 

Rockwell International Corporation, 
Rocketdyne Division, Special Nuclear 
Materials License No. SNM-21 


The Presiding Officer is being 
designated pursuant to 10 CFR 2.1207 of 
the Commission's Regulations, “Informal 
Hearing Procedures for Materials __ 
Licensing Adjudications,” published in 
the Federal Register, 54 FR 8269 (1989). 
This action is in response to requests for 
an adjudicatory hearing submitted by 
Jon Scott and Estelle Lit, representing 
themselves and Jerome E. Raskins, the 
lead signatory on a letter to the 
Executive Director for Operations 
signed by thirty-seven individuals. The 
requestors desire a hearing on the 
application of the Rocketdyne Division 
of Rocketwell International Corporation 
for renewal of Special Material License 
Number SNM-21 for ten years. The 
License renewal request was submitted 
to the Commission by letter dated May 
25, 1989. 

The presiding officer in this 
proceeding is Administrative Judge Peter 
B. Bloch. 

Following consultation with the Panel 
Chairman, pursuant to the provisions of 
10 CFR 2.722, the Presiding Officer has 
appointed Administrative Judge Gustave 
A. Linenberger, Jr., to assist the 
Presiding Officer in taking evidence and 
in preparing a suitable record for 
review. 

All correspondence, documents and 
other materials shall be filed with Judge 
Bloch and Judge Linenberger in 
accordance with 10 CFR 2.701. Their 
addresses are: 

Administrative Judge Peter B. Bloch, 
Presiding Officer, Atomic Safety and 
Licensing Board Panel, U.S. Nuclear 
Regulatory Commission, Washington, 
DC 20555 
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Administrative Judge Gustave A. 
Linenberger, Jr., Special Assistant, 
Atomic Safety and Licensing Board 
Panel, U.S. Nuclear Regulatory 
Commission, Washington, DC 20555. 
Issued at Bethesda, Maryland, this 21st day 

of August 1989. 

Robert M. Lazo, 

Acting Chief Administrative Judge, Atomic 

Safety and Licensing Board Panel. 

[FR Doc. 89-20136 Filed 8-25-89; 8:45 am] 

BILLING CODE 7590-01-M 


SECURITIES AND EXCHANGE 
COMMISSION 


[Release No. 34-27153; File No. SR-Amex- 
89-18] 


Self-Regulatory Organizations; 
Proposed Rule Change by American 
Stock Exchange, Inc. Relating to Audit 
Committee Requirements and Other 
Listing Guidelines and Instructions 


Pursuant to section 19(b)(1) of the 
Securities Exchange Act of 1934 (“Act”), 
15 U.S.C. 78s{b)(1), notice is hereby 
given that on July 26, 1989, the American 
Stock Exchange, Inc. (““Amex” or 
“Exchange”) filed with the Securities 
and Exchange Commission 
(“Commission” or “SEC”) the proposed 
rule change as described in Items I, I 
and II below, which Items have been 
prepared by the Amex. The Commission 
is publishing this notice to solicit 
comments on the proposed rule change 
from interested persons. 


I. Self-Regulatory tion’s 
Statement of the Terms of Substance of 
the Proposed Rule Change 

The Amex is proposing to amend 
certain provisions of the Company 
Guide to require listed companies to 
establish and maintain audit 
committees, and conform certain other 
listing guidelines and instructions with 
current practices-and procedures. 

The text of the proposed rule change 
is available at the Office of the 
Secretary, Amex and at the 
Commission. 


Il. Self-Regulatory Organization’s 
Statement of the Purpose of, and 
Statutory Basis for, the Proposed Rule 
Change 


In its filing with the Commission, the 
Amex included statements concerning 
the purpose of and basis for the 
proposed rule change and discussed 
comments it received on the proposed 
rule change. The text of these 
statements may be examined at the 
places specified in Item IV below. The 
Amex has prepared summaries, set forth 


in sections (A), (B), and (C) below, of the 
most significant aspects of such 
statements. 


A. Self-Regulatory Organization's 
Statement of the Purpose of, and 
Statutory Basis for, the Proposed Rule | 
Change 


(1) Purpose 


Audit Committees. Audit committees 
have come to be accepted as a 
necessary and integral part of corporate 
boards of directors. Beginning with the 
1960's, many business leaders began 
embracing the idea of audit committees 
as a way of coping with criticism 
regarding the accuracy and 
completeness of financial statements, 
and the growing complexities of 
accounting and business matters in 
general. This trend has accelerated 
since 1978 when the Amex determined 
to strongly encourage domestic listed 
companies to establish audit 
committees.? 

Over the past several months, the 
Amex has been reconsidering its 
position on audit committees in light of 
evolving industry practice, and recently 
concluded that an audit committee 
requirements for Amex-listed companies 
is now appropriate. 

A recent survey of listed company 
proxy statements shows that 
approximately 85% of all Amex 
domestic listed companies with a 
traditional corporate board structure 
already have audit committees, and that 
nearly 93% of such companies have two 
or more independent directors. While 
the Exchange is aware that some who 
have written on this subject have 
suggested that audit committees be 
comprised solely of independent 
directors,? it is not convinced that this is 
necessary and/or practical for Amex- 
listed companies, and accordingly, 
proposes that only a majority of the 
audit committees members be required 
to be outside directors. This would be 
consistent with the requirements for 
NASDAQ National Market System 
Securities that has been approved by the 
Commission.* 


1 Currently, section 121 of the Amex Company 


Guide, among other things, recommends that every 
listed company establish and maintain an audit 
committee composed solely of independent 
directors. 

® See Report of National Commission on 
Fraudulent Financial Reporting (October 1987) at 
40-41; GAO Report on CPA Audit Quality (March 
1989) at 40-41. 

® Schedule D, Section 5(d) of the NASD By-Laws 
provides that each NASDAQ/NMS issuer shall 
establish and maintain an Audit Commitiee, a 
majority of the members of which shall be 
independent directors. 
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Two exceptions to this new policy are 
proposed: first, the Exchange believes 
that the rule should not apply to foreign 
issuers if inconsistent with the custom , 
and/or practice in the company’s 
country of domicile. This is 
contemplated by the Exchange's foreign 
issuer guideline * and consistent with 
the audit committee rules of the other 
marketplaces.® ‘ 

Second, neither audit committees (nor 
for that matter independent directors) 
should be required—as a condition to 
listing—for any entity which is not 
structured along traditional corporate 
lines. For example, publicly traded 
partnerships without a corporate general 
partner should not be require to 
establish a special structure solely to 
accommodate an audit committee.® 
Similarly, the rule is not intended to be 
applied to an issuer of preferred stock or 
debt whose common stock is privately 
held. In these latter cases, which 
typically arise in the context of a 
leveraged buy-out, the rights and 
obligations of the parties are essentially 
contractual in nature. To require audit 
committees and/or independent 
directors in these situations appears 
impractical. 

Finally, to allow sufficient time for 
existing listed companies to comply with 
this new requirement, and if necessary, 
secure added outside directors, the 
Exchange proposes a phase-in period for 
existing companies of 12-18 months 
following SEC approval. New companies 
which apply for listing after SEC 
approval would, however, be expected 
to have or to establish an audit ; 
committee within approximately 90 days 
following the commencement of trading. 

Conforming changes to listing 


_ guidelines and instructions. The Amex 


also proposes several other minor 
changes to its existing published 
requirements to conform existing 
guidelines and instructions with current 
practices and procedures. These 
revisions are not viewed as substantive 
policy changes, but rather are intended 
as clarification of our existing 
requirements. 

Independent directors. Section 121 of 
the Amex Company Guide states that 


* Section 110 of the Amex Company Guide sets 
forth the original listing requirements for securities 
of foreign companies. 

5 For example, paragraph 303.00 of the NYSE 
Listed Company Manual requires each domestic 
company with common stock listed on the 
Exchange, as a condition to listing or continued 
listing of its securities on the Exchange, to establish 
an Audit Committee comprised solely of directors 
independent of management. 

* However, all partnerships with corporate 
general partners would be strongly encouraged to 
establish such a committee. 





the Exchange recommends that listed 
companies have at least two 
independent directors on the board. This 
statement of policy has evolved over the 
years to the point where itis now 
viewed as a requirement. Accordingly, 
the Exchange proposes to amend this 
provision to make explicit what has 
come to be current practice; namely, 
that each domestic listed company with 
publicly traded common stock is 
required to have at least two 
independent directors. 

Listing applications—Exhibits. 
Section 213 of the Company Guide 
specifies a number of exhibits required 
to be filed in support of an original 
listing application. Review has shown, 
however, that certain of these items no 
longer serve any regulatory purpose and 
are seldo ever—considered by the 
Staff during the listing evaluation 
process. 

Accordingly, the Exchange proposes 
that the three exhibits mentioned below 
(Items 10, 11 and 12) be eliminated, and 
a general provision added reserving to 
the Exchange the right to request such 
material on an as-needed basis: 


¢ Item 10 requires the production of 
certified copies of each option, bonus, 
profit-participation, pension and 
retirement plan. 

¢ Item 11 requires certified copies of 
patent or royalty agreements. 

¢ Item 12 calls for all state “Blue Sky” 
memoranda and related 
correspondence with the various State 

Securities Administrators. 

Warrant listing fees. Section 140 of 
the Company Guide provides that listing 
fees for warrants are to be based on the 
aggregate number of shares into which 
the warrants are exercisable. Although 
the overwhelming majority of warrants 
are initially issued on a 1-to-1 
conversion basis, the Exchange has, on 
occasion, encountered a new warrant 
issue which provides that each warrant 
is exercisable into more than one share 
of stock. Were section 140 to be applied 
literally, such issuers would be required 
to pay a higher fee for listing their 
warrants than for any other new equity 
issue. Section 140 is, therefore, being 
amended to provide that the fees for 
listing a new warrant issue shall be 
based solely upon the number of 
warrants to be listed, and not the 
number of shares into which they are 
exercisable. 

Listing fee refunds. Companies 
leaving the Exchange, whether because 
of merger, transfer or otherwise, have 
always been entitled to a pro-rated 
refund of any pre-paid annual fee. Since 
there is typically a time delay of several 
months between the cessation of trading 


and formal SEC approval of the 
company’s removal application, 
companies should not be charged for 
this “stub” period. As presently written, 
however, section 141 states that issuers 
must formally apply for a refund, and 
that any pro-rated fee should be 
calculated from the time of “removal”. 
Section 141, as amended, would make 
clear that the Exchange will 
automatically remit a pro-rated refund 
calculated from the date of suspension 
from trading. 


(2) Basis 


The proposed rule change is 
consistent with section 6{(b) of the Act in 
general and furthers the objectives of 
section 6(b)(5) in particular in that it is 
intended to prevent fraudulent and 
manipulative acts and practices, and 
protect investors and the public interest. 


B. Self-Regulatory Organization's 
Statement on Burden on Competition 

The proposed rule change will impose 
no burden on competition. 


C. Self-Regulatory Organization's 
Statement on Comments on the 
Proposed Rule Change Received from 
Members, Participants or Others 


No written comments were either 
solicited or received with respect to the 
proposed rule change. 


III. Date of Effectiveness of the 
Proposed Rule Change and Timing for 
Commission Action 

Within 35 days of the date of 
publication of this notice in the Federal 
Register or within such longer period (i) 
as the Commission may designate up to 
90 days of such date if it finds such 
longer period to be appropriate and 
publishes its reasons for so finding or (ii) 
as to which the Amex consents, the 
Commission will: 

(A) By order approve such proposed 
rule , or 

(B) Institute proceedings to determine 
whether the proposed rule change 
should be disapproved. 


IV. Solicitation of Comments 


Interested persons are invited to 
submit written data, views and 
arguments concerning the foregoing. 
Persons making written submissions 
should file six copies thereof with the 
Secretary, Securities and Exchange 
Commission, 450 Fifth Street, NW., 
Washington, DC 20549. Copies of the 
submission, all subsequent amendments, 
all written statements with respect to 
the proposed rule change that are filed 
with the Commission, and all written 
communications relating to the proposed 
rule change between the Commission 
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and any person, other than those that 
may be withheld from the public in 
accordance with the provisions of 5 
U.S.C. 552, will be available for 
inspection and copying in the 
Commission's Public Reference Section, 
450 Fifth Street, NW., Washington, DC 
20549. Copies of such filing will also be 
available for inspection and copying at 
the principal office of the Amex. All 
submissions should refer to File No. SR- 
Amex-89-18 and should be submitted by 
September 18, 1989. 


For the Commission, by the Division of 
Market Regulation, pursuant to delegated 
authority. 

Dated: August 21, 1989. 

Shirley E. Hollis, 

Assistant Secretary 

[FR Doc. 89-20193 Filed 8-25-89; 8:45 am] 
BILLING CODE 8010-01-M 


[Release No. 34-27161; File No. 
IDD-89-02] 


On August 21, 1989, the Options 
Clearing Corporation (“OCC”), in 
conjunction with the Philadelphia 
(“Phix”) and American (“Amex”) Stock 
Exchanges and the Chicago Board 
Options (“CBOE”) Exchange, Inc. 
{collectively, the self-regulatory 
organizations (“SROs”)] submitted to 
the Securities and Exchange 
Commission (“SEC” or “Commission”), 
pursuant to Rule 9b-1 of the Securities 
Exchange Act of 1934 (“Act”) } copies of 
an amendment to the Index 
Participations (“IPs”) Disclosure 
Document (“IDD”).? 

The proposed amendment to the IDD 
provides disclosure concerning the 
August 18, 1989, opinion of the United 
States Court of Appeals for the Seventh 
Circuit (“Seventh Circuit") holding that 
IPs are futures contracts subject to the 
exclusive jurisdiction of the Commodity 
Futures Trading Commission, and that 
the Commission orders approving the 
proposed SRO rule changes to list for 
trading and to issue, clear, and settle IPs 
should be set aside.* The amendment 


en ee ee , 

117 CFR 240.9b-1 (1988). 

® See Letter from James R. McDaniel, Schiff 
es Oe 
Ketchum, Director, Division of Market Regulation, 
SEC, dated August 21, 1989. 

Mercantile nee Securities 

and Commission et al., Nos. 88-1536, 89- 
1768, 89-1786, and 89-2012 (7th Cir., Aug. 18, 1989). 
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notes that the Court's mandate will 
issue and the orders will be set aside 
effective on September 8, 1989, unless a 
petition for rehearing is pending at that 
time or an earlier or later date is 
established by action of the Seventh 
Circuit. The amendment notes further, 
however, that from August 21, 1989, until 
further notice, trading in IPs is restricted 
to closing transactions, except (1) 
trading by IPs market makers or 
specialists, (2) trading to facilitate the 
liquidation of customer IP positions, or 
(3) as otherwise may be approved by an 
exchange for the protection of investors, 
the maintenance of fair and orderly 
markets or the safeguarding of securities 
or funds. 

Rule 9b-1 provides that an options 
market must file five copies of 
amendments to a disclosure document 
with the Commission at least 30 days 
prior to the date definitive copies are 
furnished to customers unless the 
Commission determines otherwise 
having due regard to the adequacy of 
the information disclosed and the 
protection of investors.® 

The Commission has reviewed the 
IDD amendment and finds that it 
provides adequate disclosure of the 
change in IP’s status due to the Seventh 
Circuit opinion as well as the trading 
restrictions put in place to comply with 
the opinion. In addition, the Commission 
believes it is consistent with the public 
interest and the protection of investors 
to allow its distribution as of August 22, 
1989, less than 30 days prior to the date 
definitive copies are furnished to 
customers. Specifically, allowing 
immediate distribution of the IDD 
amendment should help eliminate any 
possible investor confusion concerning 
the restrictions applicable to IPs trading 
as a result of the Seventh Circuit 
opinion. 


For the Commisison, by the Division of 
Market Regulation, pursuant to delegated 
authority.® 

Dated: August 22, 1989. 

Shirley E. Hollis, 

Assistant Secretary. 

(FR Doc. 88-20191 Filed 8-25-89; 8:45 am] 
BILLING CODE 6010-01-M 


* The OCC intends to seek a stay of the Seventh 
Circuit's mandate in order to permit the OCC cash- 
out of outstanding IP longs to occur in conjunction 
with the next IP dividend equivalent day. 

5 This provision is intended to permit the 
Commission either to accelerate or extend the time 
period in which definitive copies of a disclosure 
document may be distributed to the public. 

* 17 CFR 200.30-3(a)(12) (1968). 


SMALL BUSINESS ADMINISTRATION 


[Declaration of Disaster Loan Area No. 
2354; Amdt. No. 7] 


Louisiana and Contiguous Counties In 
the States of Texas, Arkansas and 
Mississippi; Declaration of Disaster 
Loan Area 


On July 25, 1989, the Small Business 
Administration amended the above- 
numbered declaration in accordance 
with the Notice of Amendment to the 
President's declaration, dated July 13, 
1989, to include the parishes of Jackson 
and Webster, in the State of Louisiana, 
as a result of damages from severe 
storms and flooding which occurred 
May 4 through May 27, 1989. 

As the termination date for filing 
applications for physical damage closed 
on July 18, 1989, prior to the amendment 
cited above, the termination date for 
filing applications for physical damage 
is extended to September 20, 1989, 30 
days from the date of this action. The 
termination date for filing applications 
for economic injury remains the close of 
business on February 20, 1990. 

(Catalog of Federal Domestic Assistance 
Program Nos. 59002 and 59008.) 

Dated: August 21, 1989. 
Bernard Kulik, 
Deputy Associate Administrator for Disaster 
Assistance. 
[FR Doc. 89-20186 Filed 8-25-89; 8:45 am] 
BILLING CODE 8025-01-M 


[Deciaration of Disaster Loan Area No. 
6825] 


New York; Declaration of Disaster 
Loan Area 


The counties of Genesee, Orleans, and 
Wyoming, and the contiguous counties 
of Allegany, Cattaraugus, Erie, 
Livingston, Monroe, and Niagara, in the 
State of New York, constitute an 
Economic Injury Disaster Loan Area as 
due to damages resulting from 
widespread flooding caused by a severe 
storm with excessive precipitation 
which occurred on June 22, 1989. Eligible 
small businesses without credit 
available elsewhere and small 
agricultural cooperatives without credit 
available elsewhere may file 
applications for economic injury 
assistance until the close of business on 
May 17, 1990, at the address listed 
below: 

Disaster Area 1 Office, Small Business 
Administration, 15-01 Broadway, Fair 
Lawn, New Jersey 07410. 

or other locally announced locations. 

The interest rate for eligible small 


35553 


businesses and small agricultural 
cooperatives is 4 percent. 
(Catalog of Federal Domestic Assistance 
Programs No. 59002.) 

Dated: August 17, 1989. 


' Susan Engeleiter, 


Administrator 
[FR Doc. 89-20187 Filed 8-25-89; 8:45 am] 
BILLING CODE 8025-01-M 


[License No. 06/10-0150] 


Capital Marketing Corp.; Application 
for Conflict of interest Transaction 


Notice is hereby given that Capital 
Marketing Corporation (CMC), 100 Nat 
Gibbs Drive, Keller, Texas 76248, a 
Federal Licensee under the Small 
Business Investment Act of 1958, as 
amended (the Act), has filed an 
application with the Small Business 
Administration (SBA) pursuant to 
§ 107.903(b)(5) of the Regulations 
governing small business investment 
companies (13 CFR 107.903(b)(5) (1989)) 
for an exemption from the provisions of 
the cited Regulations. 

CMC proposes to loan $275,000 to 
Kenneth R. Wright to purchase Woody's 
Discount Food & Family Center 
(Discount), located at 104 Main Street, 
Wolfe City, Texas 75496. 

The proposed financing is brought 
within the purview of § 107.903(b)(5) of 
the Regulations because James T. 
Woodruff, a partial owner of the 
Discount grocery store, is an Associate 
of CMC by virtue of his being a member 
of the Board of Directors of Affiliated 
Food Stores, Inc., a more than 10% 
owner of CMC. 

Notice is hereby given that any 
interested person may, not later than 
fifteen (15) days from the date of 
publication of this Notice, submit 
written comments on the proposed 
transaction to the Deputy Associate 
Administrator for Investment, Small 
Business Administration, 1441 L Street 
NW., Washington, DC 20416. 

A copy of this Notice will be 

published in a newspaper of general 
circulation in Keller, Texas. 
(Catalog of Federal Domestic Assistance 
Program No. 59.011, Small Business 
Investment Companies.) 

Dated: August 22, 1989. 

Robert G. Lineberry, 

Deputy Associate Administrator for 
Investment. 

[FR Doc. 89-20181 Filed 8-25-89; 8:45 am] 
BILLING CODE 8025-01-M 
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a Smaii Business Investment Company 


An application for a license to operate 
as a small business investment company 
(SBIC) under the provisions of Section 
301(d) of the Small Business Investment 
Act of 1958, as amended, (the Act), (15 
U.S.C. 661 et seq.), has been filed by 
Millicom Capital Corporation 
(Applicant), 1200 16th Street, NW., Suite 
705, Washington, DC 20036, with the 
Small Business Administration (SBA), 
pursuant to 13 CFR 107.102 (1989). 

The officers, directors and sole 
shareholder of the Applicant are as 
follows: 

]. Shelby Bryan, Chairman of the Board, 
Director, 220 East 63rd Street, New 
York, NY 10021. 

Walter L. Treadgill, President, CEO, 
Director, 5006 Weaver Terrace, NW. 
Washington, DC 20016. 

Lawrence Melillo, Secretary, Treasurer, 
Director, 20 Summer Court, Emerson, 
NJ 07630. 

Millicom Incorporated, Sole 
Shareholder, Suite 5500, 155 East 53rd 
Street, New York, NY 10022. 

The following three individuals, 
collectively, have voting control (51.6 
percent) of Millicom Incorporated, a 
company whose stock is traded over the 
counter: 

J. Shelby Bryan, 200 East 63rd Street, 
New York, NY 10021. 

Bjorn Wissen, 333 East 68th Street, New 
York, NY 10021. 

Madison H. Haythe, 142 Peruvian 
Avenue, Palm Beach, FL 33480. 

The Applicant, a Delaware 
corporation, will begin operations with 
$1,000,000 paid-in capital and paid-in 
surplus. It will conduct its operations 
primarily in the District of Columbia, 
and in the states of Maryland, Virginia, 
West Virginia, Pennsylvania, Delaware 
and North Carolina. 

As an SBIC under section 301{d) of the 
Act, the Applicant has been organized 
and chartered solely for the purpose of 
performing the functions and conducting 
the activities contemplated under the 
Small Business Investment Act of 1958, 
as amended, from time to time, and will 
provide assistance solely to small 
business investment concerns which 
will contribute to a well-balanced 
national economy by facilitating 
ownership in such concerns by persons 
whose participation in free enterprise 
system is hampered because of social or 
economic disadvantage. 

Matters involved in SBA's 
consideration of the application include 
the general business reputation and 


character of the proposed owner and 
management, and the probability of 
successful operations of the company 
under their management, including 
adequate profitability and financial 
soundness, in accordance with the Act 
and the SBA Rules and Regulations. 

Notice is further given that any person 
may, no later than 30 days from the date 
of publication of this Notice, submit 
written comments on the Applicant. Any 
such communication should be 
addressed to the Deputy Associate 
Administrator for Investment, Small 
Business Administration, 1441 “L” 
Street, NW., Washington, DC 20416. 

A copy of this Notice will be 

published in a newspaper of general 
circulation in Washington, DC. 
(Catalog of Federal Domestic Assistance 
Program No. 59.011, Small Business 
Investment Companies.) 

Dated: August 21, 1989. 

Robert G. Lineberry, 

Deputy Associate Administrator for 
Investment. 

[FR Doc. 89-20182 Filed 8-25-89; 8:45 am] 
BILLING CODE 6025-01-M 


TENNESSEE VALLEY AUTHORITY 


information Collection Under Review 
by the Office of Management and 
Budget 


AGENCY: Tennessee Valley Authority. 
ACTION: Information Collection Under 
Review by the Office of Management 
and Budget (OMB). 


SUMMARY: The Tennessee Valley 
Authority (TVA) has sent to OMB the 
following proposal for the collection of 
information under the provisions of the 
Paperwork Reduction Act of 1980 (44 
U.S.C. Chapter 35), as amended by Pub. 
L. 99-591. 

Requests for information, including 
copies of the information collection 
proposed and supporting 
documentation, should be directed to 
the Agency Clearance Officer whose 
name, address, and telephone number 
appear below. Questions or comments 
should be directed to the Agency 
Clearance Officer and also to the Desk 
Officer for the Tennessee Valley 
Authority, Office of Information and 
Regulatory Affairs, Office of 
Management and Budget, Washington, 
DC 20503; Telephone: (202) 395-3084. 

Agency Clearance Officer: Mark R. 
Winter, Tennessee Valley Authority, 
Edney Building 4W 13B, Chattanooga, 
TN 37402; (615) 751-2523. 

Type of Request: Regular submission. 

Title of Information Collection: Forest 
Industries Survey 1989. 


Frequency of Use: On occasion. 

Type of Affected Public: Businesses or 
other for-profit and small businesses or 
organizations. 

Small Businesses or Organizations 
Affected: Yes. 

Federal Budget Functional Category 
Code: 452. 

Estimated Number of Annual 
Responses: 3600. 

Estimated Total Annual Burden 
Hours: 2401. 

Estimated Average Burden Hours Per 
Response: 667. 

Need For and Use of Information: The 
purpose of this information collection is 
to measure trends in industrial wood 
use, employment, and number and kinds 
of forest industries. These data will be 
used to evaluate progress in forest 
industrial development. 

Louis S. Grande, 

Vice President, Information Services, Senior 
Agency Official. 

[FR Doc. 89-20211 Filed 8-25-89; 8:45 am] 
BILLING CODE 8120-01-M 


DEPARTMENT OF TRANSPORTATION 


National Highway Traffic Safety 
Administration 


[Docket No. EX89-3; Notice 2] 


Avanti Automotive Corp.; Grant of 
Petition for Temporary Exemption 
From Federal Motor Vehicle Safety 
Standard No. 208 


This notice grants the petition by 
Avanti Automotive Corporation of 
Youngstown, Ohio, for a temporary 
exemption of its convertible models 
from the automatic crash protection 
requirements of Motor Vehicle Safety 
Standard No. 208, Occupant Restraint 
Systems, but only for two years, and not 
the three years that it had requested. 
The basis of the petition was that 
compliance would cause substantial 
economic hardship. : 

Notice of receipt of the petition was 
published on July 6, 1989, and an 
opportunity afforded for comment (54 FR 
28550). 

Petitioner's total production from 
January 1987 to June 1889 was 434 
passenger cars. Of these, 203 were 
convertibles, and 231 were coupes. It 
requested an exemption of three years 
from the automatic protection 
requirements of Motor Vehicle Safety 
Standard No. 208 for its convertible 
models, which become effective 
September 1, 1989, for that type of motor 
vehicle. The company's coupes and 
contemplated 4-door sedans are and will 
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be fitted with automatic protection 
systems. 

In arguing that compliance would 
cause it substantial economic hardship, 
Avanti discussed the recent troubled 
history of the company. The original 
Avanti Corporation acquired tooling 
from the Studebaker Corporation in 
1964, and manufactured passenger cars 
in South Bend, Indiana, from that time 
until 1987. In 1985, Avanti filed for 
bankruptcy. It assets were purchased in 
1986, and formed the basis of a new 
corporation, The New Avanti Motor 
Corporation. Business interests in 
Youngstown, Ohio, offered incentives to 
move production to that “economically 
troubled area”, including “an eight 
million dollar financial package * * * 
which included loans and grants from 
the State of Ohio, local grants, private 
financing, and equity”. New Avanti 
accepted, and moved in September 1987. 
However, start-up costs, including the 
training of a new work force, absorbed 
available capital, and the specter of 

ptcy again arose. A 
reorganization occurred in the Fall of 
1988, and the Avanti Automotive 
Corporation emerged. Much of the year 
since then has been devoted to a 
reevaluation of its market, a search for a 
suitable chassis for its 1991 and 
subsequent models, and an examination 
of ways to reduce production costs. 
Although “over the last four months, 
Avanti Automotive Corporation has 
received additional capital of $600,000 
per month”, such an infusion is required 
to compensate for the company’s 
continuing losses over the past few 
years. The latest income statement it 
made available (June 1—November 30, 
1988) showed a net loss of over 
$2,000,000 incurred in that time period. 
In the year ending April 30, 1988, it had 
a net loss of almost $3,000,000. In the 
year ending April 30, 1987, it had a net 
gain of slightly less than $25,000. 

With regard to its efforts to comply 
with Standard No. 208, Avanti 
investigated the feasibility of providing 
a three-point automatic safety belt 
system. However, this system is feasible 
in the Avanti convertible only with a 
roll bar. In Avanti’s opinion, installation 
of a roll bar would substantially reduce 
the consumer appeal of the convertible 
(This could result in fewer sales, with a 
resulting negative effect on the income 
that would be available for development 
and implementation of an airbag 
system). Nevertheless, it is attempting to 
make the roll bar/three-point automatic 
belt system available as an option, 
“possibly as early as the 1990 model 
year”. In the meantime, it has been 
planning to install a driver's side air 


bag, and commenced its efforts in the 
Spring of 1988. It has learned from Breed 
Corporation and Allied Signal that total 
design and tooling costs will exceed 
$1,500,000 for the convertible alone (it 
believes that this system will be easily 
adaptable for the coupe and planned 4- 
door sedan). Avanti did not have 
sufficient funds to undertake this, at that 
time, since it did not know whether it 
would even be in business 18 months 
later when the requirement came into 
effect. However, it believes that it could 
develop and implement an air bag 
system over the 3-year period that its 
exemption would be in effect, and thus, 
produce a conforming convertible by 
September 1, 1992, if not 6 to 12 months 
before then. It estimated that, if the 
exemption is granted, 600 convertibles 
will be produced over the next 3 years” 
and covered by it. In the absence of an 
exemption, Avanti argued that it would 
be forced to cease operations as the 
convertible now forms a large majority 
(64% thus far in 1989) of its production. 

Petitioner stated that an exemption 
would be in the public interest and 
consistent with the objectives of the 
National Traffic and Motor Vehicle 
Safety Act. Its convertibles would 
continue to be equipped with the three- 
point active safety belt system presently 
installed, and the small number of 
vehicles likely to be produced under the 
exemption will not materially affect 
motor vehicle safety. An exemption 
would afford Avanti the opportunity to 
modify the intended air bag system for 
use in its enclosed vehicles, to replace 
the automatic belt system presently 
offered in those vehicles. Avanti affords 
job opportunities in an economically 
depressed area, its payroll 
approximately $250,000 a month. Other 
jobs have been created by suppliers to 
Avanti. Finally, maintaining the existing 
diversity of motor vehicles is also in the 
public interest and an objective of the 
Vehicle Safety Act. 

No comments were recieved on the 
petition. 

The authority of the Administrator to 
grant a temporary exemption in this 
case is premised upon finding that 
immediate compliance of Avanti 
convertibles with the automatic 
protection requirement would cause a 
small volume manufacturer substantial 
economic hardship and that the 
manufacturer has, in good faith, 
attempted to comply with the standard 
from which it requests to be exempted. 
In addition, a finding must be made that 
the exemption is in the public interest 
and consistent with the objectives of the 
National Traffic and Motor Vehicle 
Safety Act. 


In the past, the agency has tended to 
view a continuing net loss position as 
constituting substantial economic 
hardship per se. On this basis, the 
cumulative net loss of almost $5,000,000 
experienced by New Avanti/Avanti 
Automotive in the 25-month period from 
April 30, 1986, to November 30, 1988, is 
evidence of the long-standing and 
continuing precarious finacial condition 
of the enterprise. If a manufacturer is 
convinced that funds necessary for its 
compliance will be lessened by shot- 
term modifications that may reduce the 
sales appeal of its product, that view 
must be accorded consideration, though 
it is necessarily a somewhat speculative 
and subjective argument if not 
supported by consumer surveys. In other 
words, the economic conditions of a low 
volume manufacturer may prevent 
immediate compliance, or the method of 
compliance achievable by that 
manufacturer could itself create. 
substantial economic hardship through 
reduction of sales of a model whose 
volume of sales is necessary to the 
continued well-being of the small 
manufacturer. Avanti Automotive has 
represented that the convertible now 
represents almost two-thirds of its 
vehicle sales, and could become as high 
as 70%. NHTSA accepts the argument 
that this volume is critical to Avanti's 
fortunes. 

With respect to the company’s good 
faith efforts to conform, these are not in 
doubt. Although not mentioned in 
Avanti's petition, NHTSA has recently 
concluded without penatly an 
investigation (agency file IR 143) of the 
failure of the company to meet the 
automatic protection requirements of 
Standard No. 208 for the production year 
September 1, 1986-August 30, 1987. This 
noncompliance came to the agency’s 
attention in the course of a telephone 
call initiated by an Avanti engineer, 
seeking to ensure that the company was 
meeting all Federal requirements. 
Avanti was able to ensure that it met 
the then-current requirements in the 
short time remaining in the production 
year, and its coupes have been in 
conformance ever since. Avanti has also 
concluded that within a relatively short 
time it could conform its convertibles 
through a roll bar/automatic belt 
system, but that this might result in a 
failure to generate enough funds to 
develop an airbag system for 
installation by 1992 in all its models, 
whether open or closed. 

NHTS also accepts the arguments of 
Avanti Automotive that it is contributing 
to the economy of a troubled industrial 
area by providing employment to its 
workers, and job opportunities to its 





local suppliers. It further agrees that one 
of the objectives of the Vehicle Safety 
Act was to afford a continuing wide 
choice of vehicles of the motoring 
public. However, considerations of 
public interest and objectives must take 
into account in this instance the 
demonstrated efficacy of automatic 
protection systems. The development 
and requirement of such systems has 
been a goal of this agency almost since 
its founding. In NHTSA’s view, Avanti’s 
petition merits favorable consideration, 
but for a period of time less than that 
requested. In its petition, Avanti 
Automotive represented that it “is 
attempting to make a three-point passive 
restraint system and rol! bar 
combination available to interested 
customers, possibly as early as the 1990 
model year.” NHTSA interprets this as 
an indication that, if the petition were 
denied. Avanti would seek to offer a 
convertible/roll bar combination rather 
than drop the convertible from its line, 
and that the engineering of such a 
system is fairly complete. NHTSA does 
not wish to compromise Avanti's stated 
goal of 100% compliance with the 
automatic protection requirements 
through airbags, but the agency is 
interested in helping to introduce 
automatic protection to Avanti 
convertible purchasers in the near 
future, and in the company’s achieving 
full conformance with Standard No. 208 
before 1992. The agency is therefore 
providing a 2-year exemption, rather 
than the 3-year exemption that was 
sought. While the exemption is in effect, 
NHTSA encourages Avanti to afford its 
convertible buyers the option of a roll 
bar/automatic belt system, in addition 
to a convertible with the three-point 
system. Should the company require the 
additional year it sought, it may petition 
for a renewal of the exemption. As part 
of any argument that Avanti has 
attempted in good faith to meet the 
requirement by September 1, 1991, 
NHTSA will consider the company’s 
efforts to offer and market convertibles 
with the rollbar/automatic belt option. 
In consideration of the foregoing it is 
hereby found that compliance of 
convertibles with the automatic 
protection requirements woud cause 
Avanti Automotive Corporation 
substantial economic hardship and that 
it has in good faith attempted to comply 
with these requirements. It is further 
found that a temporary exemption 
would be in the public interest and 
consistent with the objectives of the 
National Traffic and Motor Vehicle 
Safety Act. Accordingly, Avanti 
Automotive Corporation is hereby 
granted NHTSA Temporary Exemption 


No. EX89-3 from paragraph $4.1.4 of 49 
CFR 571.208 Motor Vehicle Safety 
Standard No. 208 Occupant Restraint 
Systems for its convertible models only, 
such exemption to expire September 1, 
1991. 

(15 U.S.C. 1410; delegation of authority at 
49 CFR 1.50.) 


Issued on: August 22, 1989. 
Jeffrey R. Miller, 
Acting Administrator. 
[FR Doc. 89-20208 Filed 8-25-89; 8:45 am] 
BILLING CODE 4910-50-M 


DEPARTMENT OF THE TREASURY 


Office of the Secretary 


[Department Circular—Public Debt Series— 
No. 24-89] 


Treasury Notes of August 31, 1991, 
Series AD-1991 


Washington, August 17, 1989. 
1. Invitation for Tenders 


1.1. The Secretary of the Treasury, 
under the authority of chapter 31 of title 
31, United States Code, invites tenders 
for approximately $9,500,000,000 of 
United States securites, designated 
Treasury Notes of August 31, 1991, 
Series AD-1991 (CUSIP No. 812827 XX 
5), hereafter referred to as Notes. The 
Notes will be sold at auction, with 
bidding on the basis of yield. Payment 
will be required at the price equivalent 
of the yield of each accepted bid. The 
interest rate on the Notes and the price 
equivalent of each accepted bid will be 
determined in the manner described 
below. Additional amounts of the Notes 
may be issued to Federal Reserve Banks 
for their own account in exchange for 
maturing Treasury securities. Additional 
amounts of the Notes may also be 
issued at the average price to Federal 
Reserve Banks, as agents for foreign and 
international monetary authorities. 


2. Description of Securities 


2.1. The Notes will be dated August 
31, 1989, and will accure interest from 
that date, payable on a semiannual 
basis on February 28, 1990, and each 
subsequent 6 months on August 31 and 
February 28 through the date that the 
principal becomes payable. They will 
mature August 31, 1991, and will not be 
subject to call for redemption prior to 
maturity. In the event any payment date 
is a Saturday, Sunday, or other 
nonbusiness day, the amount due will 
be payable (without additional interest) 
on the next business day. 

2.2. The Notes are subject to all taxes 
imposed under the Internal Revenue 
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Code of 1954. The Notes are exempt 

m all taxation now or hereafter 
imposed on the obligation or interest 
thereof by any State, any possession of 
the United States, or any local 
authority, except as provided in 31 
U.S.C. 3124. 

2.3. The Notes will be acceptable to 
secure deposits of Federal public 
monies. They will not be acceptable in 
payment of Federal taxes. 

2.4, The Notes will be issued only in 
book-entry form in denominations of 
$5,000, $10,000, $100,000, and $1,000,000, 
and in multiples of those amounts. They 
will not be issued in registered definitive 
or in bearer form. 

2.5. The Department of the Treasury's 
general regulations governing United 
States securities, i.e., Department of the 
Treasury Circular No. 300, current 
revision (31 CFR part 308), as to the 
extent applicable to marketable 
securities issued in book-entry form, and 
the regulations governing book-entry 
Treasury Bonds, Notes, and Bills, as 
adopted and published as a final rule to 
govern securities held in the TREASURY 
DIRECT Book-Entry Securities System 
in Department of the Treasury Circular, 
Public Debt Series, No. 2-86 (31 CFR 
part 357), apply to the Notes offered in 
this circular. 


S. iit 


3.1. Tenders will be received at 
Federal Reserve Banks and Branches 
and at the Bureau of the Public Debt, 
Washington, DC 20239-1500, prior to 
1:00 p.m., Eastern Daylight Saving time, 
Tuesday, August 22, 1989. 
Noncompetitive tenders as defined 
below will be considered timely if 
postmarked no later than Monday, 
August 21, 1989, and received no later 
than Thursday, August 31, 1989. 

3.2. The par amount of Notes bid for 
must be stated on each tender. The 
minimum bid is $5,000, and larger bids 
must be in multiples of that amount. 
Competitive tenders must also show the 
yield desired, expressed in terms of an 
annual yield with two decimals, e.g., 
7.10%. Fractions may not be used. 
Noncompetitive tenders must show the 
term “noncompetitive” on the tender 
form in lieu of a specific yield. 

3.3. A single bidder, as defined in 
Treasury’s single bidder guidelines, shall 
not submit noncompetitive tenders 
totaling more than $1,000,000. A 
noncompetitive bidder may not have 
entered into an agreement, nor make an 
agreement to purchase or sell or 
otherwise dispose or any 
noncompetitive awards of this issue 
prior to the deadline for receipt of 
tenders. 
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3.4. Commercial banks, which for this 
purpose are defined as banks accepting 
demand deposits, and primary dealers, 
which for this purpose are defined as 
dealers who make primary markets in 
Government securities and are on the 
list of reporting dealers published by the 
Federal Reserve Bank-of New York, may 
submit tenders for accounts of 
customers if the names of the Customers 
and the amount for each customer are 
furnished. Others are permitted to 
submit tenders only for their own 
account. 

3.5. Tenders for their own account will 
be received without deposit from 
commercial banks and other banking 
institutions; primary dealers, as defined 
above; Federally-insured savings and 
loan associations; States, and their 
political subdivisions or 
instrumentalities; public pension and 
retirement and other public funds; 
international organizations in which the 
United States holds membership; foreign 
central banks and foreign states; and 
Federal Reserve Banks. Tenders from all 
others must be accompanied by full 
payment for the amount of Notes 
applied for, or by a guarantee from a 
commercial bank’or a primary dealer of 
5 percent of the par amount applied for. 

3.6. Immediately after the deadline for 
receipt of tenders, tenders will be 
opened, following by a public 
announcement of the amount and yield 
range of accepted bids. Subject to the 
reservations expressed in section 4, 
noncompetitive tenders will be accepted 
in full, and then competitive tenders will 
be accepted, starting with those at the 
lowest yields, through successively 
higher yields to the extent required to 
attain the amount offered. Tenders at 
the highest accepted yield will be 
prorated if necessary. After the 
determination is made as to which 
tenders are accepted, an interest rate 
will be established, at a % of one 
percent increment, which results in an 
equivalent average accepted price close 
to 100.000 and a lowest accepted price 
above the original issue discount limit of 
99.500. That stated rate of interest will 
be paid on all the Notes. Based on such 
interest rate, the price on each 
competitive tender allotted will be 
determinéd and each successful 
competitive bidder will be required to 
pay the price equivalent to the yield bid. 
Those submitting noncompetitive 
tenders will pay the price equivalent to 
the weighted average yield of accepted 
competitive tenders. Price calculations 
will be carried to three decimal places 
on the basis of price per hundred, e.g., 
99.923, and the determinations of the 
Secretary of Treasury shall be final. If 


the amount of noncompetitive tenders 
received would absorb all or most of the 
offering, competitive tenders will be 
accepted in an amount sufficient to 
provide a fair determination of the yield. 
Tenders received from Federal Reserve 
Banks will be accepted at the price 
equivalent to the weighted average yield 
of accepted competitive tenders. 

3.7. Competitive bidders will be 
advised of the acceptance of their bids. 
Those submitting noncompetitive 
tenders will be notified only if the 
tender is not accepted in full, or when 
the price at the average yield is over 
par. 


4. Reservations 


4.1. The Secretary of the Treasury 
expressly reserves the right to accept or 
reject any or all tenders in whole or in 
part, to allot more or less than the 
amount of Notes specified in Section 1, 
and to make different percentage 
allotments to various classes of 
applicants when the Secretary considers 
it in the public interest. The Secretary's 
action under this Section is final. 


5. Payment and Delivery 


5.1. Settlement for the Notes allotted 
must be made at the Federal Reserve 
Bank or Branch or at the Bureau of the 
Public Debt, wherever the tender was 
submitted. Settlement on Notes allotted 
to institutional investors and to others 
whose tenders are accompanied by a 
guarantee as provided in section 3.5. 
must be made or completed on or before 
Thursday, August 31, 1989. Payment in 
full must accompany tenders submitted 
by all other investors. Payments must be 
in cash; in other funds immediately 
available to the Treasury; in Treasury 
bills, notes, or bonds maturing on or 
before the settlement date but which are 
not overdue as defined in the general 
regulations governing United States 
securities; or by check drawn to the 
order of the institution to which the 
tender was submitted, which must be 
received from institutional investors no 
later than Tuesday, August 29, 1989. In 
addition, Treasury Tax and Loan Note 
Option Depositaries may make payment 
for the Notes allotted for their own 
accounts and for accounts of customers 
by credit to their Treasury Tax and Loan 
Note Accounts on or before Thursday, 
August 31, 1989. When payment has 
been submitted with the tender and the 
purchase price of the Notes allotted is 
over par, settlement for the premium 
must be completed timely, as specified 
above. When payment has been 
submitted with the tendered and the 
purchase price is under par, the discount 
will be remitted to the bidder. 
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5.2. In every case where full payment 
has not been completed on time, an 
amount of up to 5 percent of the par 
amount of Notes allotted shall, at the 
discretion of the Secretary of the 
Treasury, be forfeited to the United 
States. 

5.3. Registered definitive securities 
tendered in payment for the Notes 
allotted and to be held in TREASURY 
DIRECT are not required to be assigned 
if the inscription on the registered 
definitive security is identical to the 
registration of the note being purchased. 
In any such case, the tender form used 
to place the Notes allotted in 
TREASURY DIRECT must be completed 
to show all the information required 
thereon, or the TREASURY DIRECT 
account number previously obtained. 


6. General Provisions 


6.1. As fiscal agents of the United 
States, Federal Reserve Banks are 
authorized, as directed by the Secretary 
of the Treasury, to receive tenders, to 
make allotments, to issue such notices 
as may be necessary, to receive 
payment for, and to issue, maintain, 
service, and make payment on the 
Notes. 

6.2. The Secretary of the Treasury 
may, at any time, supplement or amend 
provisions of this circular if such 
supplements or amendments do not 
adversely affect existing rights of 
holders of the Notes. Public 
announcement of such changes will be 
promptly provided. 

6.3. The Notes issued under this 
circular shall be obligations of the 
United States, and, therefore, the faith of 
the United States Government is 
pledged to pay, in legal tender, principal 
and interest on the Notes. 

Gerald Murphy, 

Fiscal Assistant Secretary. 

[FR Doc. 89-20275 Filed 8-24-89; 10:13 am] 
BILLING CODE 4810~40-M 


Circular—Public Debt Series— 


[Department 
No. 25-89] 


Treasury Notes of November 15, 1994, 
Series L-1994 


Washington, August 17, 1989. 
1. Invitation for Tenders 


1.1. The Secretary of the Treasury, 
under the authority of Chapter 31 of 
Title 31, United States Code, invites 
tenders for approximately $7,750,000,000 
of United States securities, designated 
Treasury Notes of November 15, 1994, 
Series L-1994 (CUSIP No. 912827 XY 3), 
hereafter referred to as Notes. The 
Notes will be sold at auction, with 





bidding on the basis of yield. Payment 
will be required at the price equivalent 
of the yield of each accepted bid. The 
interest rate on the Notes and the price 
equivalent of each accepted bid will be 
determined in the manner described 
below. Additional amounts of the Notes 
may be issued at the average price to 
Federal Reserve Banks, as agents for 
foreign and international monetary 
authorities. 


2. Description of Securities 


2.1. The Notes will be dated 
September 1, 1989, and will accrue 
interest from that date, payable on a 
semiannual basis on May 15, 1990, and 
each subsequent 6 months on November 
15 and May 15 through the date that the 
principal becomes payable. They will 
mature November 15, 1994, and will not 
be subject to call for redemption prior to 
maturity. In the event any payment date 
is a Saturday, Sunday, or other 
nonbusiness day, the amount due will 
be payable (without additional interest) 
on the next business day. 

2.2. The Notes are subject to all taxes 
imposed under the Internal Revenue 
Code of 1954. The Notes are exempt 
from all taxation now or hereafter 
imposed on the obligation or interest 
thereafter by any State, any possession 
of the United States, or any local taxing 
authority, except as provided in 31 
U.S.C. 3124. 

2.3. The Notes will be acceptable to 
secure deposits of Federal public 
monies. They will not be acceptable in 
payment of Federal taxes. 

2.4. The Notes will be issued only in 
book-entry form in denominations of 
$1,000, $5,000, $10,000, $100,000, and 
$1,000,000, and in multiples of those 
amounts. They will not be issued in 
registered definitive or in bearer form. 

2.5. The Department of the Treasury's 
general regulations governing United 
States securities, i.e., Department of the 
Treasury Circular No. 300, current 
revision (31 CFR part 306), as to the 
extent applicable to marketable 
securities issued in book-entry form, and 
the regulations governing book-entry 
Treasury Bonds, Notes, and Bills, as 
adopted and published as a final rule to 
govern securities held in the TREASURY 
DIRECT Book-Entry Securities System 
in Department of the Treasury Circular, 
Public Debt Series, No. 2-86 (31 CFR 
part 357), apply to the Notes offered in 
this circular. 

3. Sale Procedures 


3.1. Tenders will be received at 
Federal Reserve Banks and Branches 
and at the Bureau of the Public Debt, 
Washington, DC, 20239-1500, prior to 
1:00 p.m., Eastern Daylight Saving time, 


Wednesday, August 23, 1989. 
Noncompetitive tenders as defined 
below will be considered timely if 
postmarked no later than Tuesday, 
August 22, 1989, and received no later 
than Friday, September 1, 1989. 

3.2. The par amount of Notes bid for 
must be stated on each tender. The 
minimum bid is $1,000, and larger bids 
must be in multiples of that amount. 
Competitive tenders must also show the 
yield desired, expressed in terms of an 
annual yield with two decimals, e.g., 
7.10%. Fractions may not be used. 
Noncompetitive tenders must show the 
term “noncompetitive” on the tender 
form in lieu of a specified yield. 

3.3. A single bidder, as defined in 
Treasury's single bidder guidelines, shall 
not submit noncompetitive tenders 
totaling more than $1,000,000. A 
noncompetitive bidder may not have 
entered into an agreement, nor make an 
agreement to purchase or sell or 
otherwise dispose of any 
noncompetitive awards of this issue 
prior to the deadline for receipt of 
tenders. 

3.4. Commercial banks, which for this 
purpose are defined as banks accepting 
demand deposits, and primary dealers, 
which for this purposes are defined as 
dealers who make primary markets in 
Government securities and are on the 
list of reporting dealers published by the 
Federal Reserve Bank of New York, may 
submit tenders for accounts of 
customers if the names of the customers 
and the amount for each customer are 
furnished. Others are permitted to 
submit tenders only for their own 
account. 

3.5. Tenders for their own account will 
be received without deposit from 
commercial banks and other banking 
institutions; primary dealers, as defined 
above; Federally-insured savings and 
loan associations; States, and their 
political subdivisions or 
instrumentalities; public pension and 
retirement and other public funds; 
international organizations in which the 
United States holds membership; foreign 
central banks and foreign states; and 
Federal Reserve Banks. Tenders from all 
others must be accompanied by full 
payment for the amount of Notes 
applied for, or by a guarantee from a 
commercial bank or a primary dealer of 
5 percent of the par amount applied for. 

3.6. Immediately after the deadline for 
receipt of tenders, tenders will be 
opened, followed by a public 
announcement of the amount and yield 
range of accepted bids. Subject to the 
reservations expressed in Section 4, 
noncompetitive tenders will be accepted 
in full, and then competitive tenders will 
be accepted, starting with those at the 
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lowest yields, through successively 
higher yields to the extent required to 
attain the amount offered. Tenders at 
the highest accepted yield will be 
prorated if necessary. After the 
determination is made as to which 
tenders are accepted, an interest rate 
will be established, at a % of one 
percent increment, which results in an 
equivalent average accepted price close 
to 100.000 and a lowest accepted price 
above the original issue discount limit of 
98.750. That stated rate of interest will 
be paid on all of the Notes. Based on 
such interest rate, the price on each 
competitive tender allotted will be 
determined and each successful 
competitive bidder will be required to 
pay the price equivalent to the yield bid. 
Those submitting noncompetitive 
tenders will pay the price equivalent to 
the weighted average yield of accepted 
competitive tenders. Price calculations 
will be carried to three decimal places 
on the basis of price per hundred, e.g., 
99.923, and the determinations of the 
Secretary of the Treasury shall be final. 
If the amount of noncompetitive tenders 
received would absorb all or most of the 
offering, competitive tenders will be 
accepted in an amount sufficient to 
provide a fair determination of the yield. 
Tenders received from Federal Reserve 
Banks will be accepted at the price 
equivalent to the weighted average yield 
of accepted competitive tenders. 

3.7. Competitive bidders will be 
advised of the acceptance of these bids. 
Those submitting noncompetitive 
tenders will be notified only if the 
tender is not accepted in full, or when 
the price at the average yield is over 
par. 


4. Reservations 


4.1. The Secretary of the Treasury 
expressly reserves the right to accept or 
reject any or all tenders in whole or in 
part, to allot more or less than the 
amount of Notes specified in section 1, 
and to make different percentage 
allotments to various classes of 
applicants when the Secretary considers 
it in the public interest. The Secretary's 
action under this section is final. 


5. Payment and Delivery 


5.1. Settlement for the Notes allotted 
must be made at the Federal Reserve 
Bank or Branch or at the Bureau of the 
Public Debt, wherever the tender was 
submitted. Settlement on Notes allotted 
to institutional investors and to others 
whose tenders are accompanied by a 
guarantee as provided in section 3.5 
must be made or completed on or before 
Friday, September 1, 1989. Payment in 
full must accompany tenders submitted 
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by all other investors. Payment must be 
in cash; in other funds immediately 
available to the Treasury; in Treasury 
bills, notes, or bonds maturing on or 
before the settlement date but which are 
not overdue as defined in the general 
regulations governing United States 
securities; or by check drawn to the 
order of the institution to which the 
tender was submitted, which must be 
received from institutional investors no 
later than Wednesday, August 30, 1989. 
In addition, Treasury Tax and Loan 
Note Option Depositaries may make 
payment for the Notes allotted for their 
own accounts and for accounts of 
customers by credit to their Treasury 
Tax and Loan Note Accounts on or 
before Friday, September 1, 1989. When 
payment has been submitted with the 
tender and the purchase price of the 
Notes allotted is over par, settlement for 
the premium must be completed timely, 
as specified above. When payment has 
been submitted with the tender and the 
purchase price is under par, the discount 
will be remitted to the bidder. 

5.2. In every case where full payment 
has been completed on time, an amount 
of up to 5 percent of the par amount of 
Notes allotted shall, at the discretion of 
the Secretary of the Treasury, be 
forfeited to the United States. 

5.3. Registered definitive securities 
tendered in payment for the Notes 
allotted and to be held in TREASURY 
DIRECT are not required to be assigned 
if the inscription on the registered 
definitive security is identical to the 
registration of the note being purchased. 
In any such case, the tender form used 
to place the Notes allotted in 
TREASURY DIRECT must be completed 
to show all the information required 
thereon, or the TREASURY DIRECT 
account number previously obtained. 


6. General Provisions 


6.1. As fiscal agents of the United 
States, Federal Reserve banks are 
authorized, as directed by the Secretary 
of the Treasury, to receive tenders, to 
make allotments, to issue such notices 
as may be necessary, to receive 
payment for, and to issue, maintain, 
service, and make payment on the 
Notes. 

6.2. The Secretary of the Treasury 
may, at any time, supplement or amend 
provisions of this circular if such 
supplements or amendments do not 
adversely affect existing rights of 
holders of the Notes. Public 
announcement of such changes will be 
promptly provided. 

6.3. The Notes issued under this 
circular shall be obligations of the 
United States, and, therefore, the faith of 
_ the United States Government is 


pledged to pay, in legal tender, principal 
and interest on the Notes. 

Gerald Murphy, 

Fiscal Assistant Secretary. 

[FR Doc. 89-20276 Filed 8-24-89; 10:13 am] 
BILLING CODE 4810-40-M 


DEPARTMENT OF VETERANS 
AFFAIRS 


information Collection Under Office of 
Management and Budget Review 


AGENCY: Department of Veterans 
Affairs. 


ACTION: Notice. 


The Department of Veterans Affairs 
has submitted to OMB the following 
proposal for the collection of 
information under the provisions of the 
Paperwork Reduction Act (44 U.S.C. 
chapter 35). This document lists the 
following information: (1) The agency 
responsible for sponsoring the 
information collection; (2) the title of the 
information collection; (3) the 
Department form number(s), if 
applicable; (4) a description of the need 
and its use; (5) frequency of the 
information collection, if applicable; (6) 
who will be required or asked to 
respond; (7) an estimate of the number 
of responses; (8) an estimate of the total 
number of hours needed to complete the 
information collection; and (9) an 
indication of whether section 3504(h) of 
Public Law 96-511 applies. 

ADDRESSES: Copies of the proposed 
information collection and supporting 
documents may be obtained from John 
Turner, Veterans Benefits 
Administration, (203C), Department of 
Veterans Affairs, 810 Vermont Avenue, 
NW., Washington, DC 20420, (202) 233- 
2744. 

Comments and questions about the 

items on the list should be directed to 
VA's OMB Desk Officer, Joseph Lackey, 
Office of Management and Budget, 726 
Jackson Place, NW., Washington, DC 
20503, (202) 395-7316. Please do not send 
applications for benefits to the above 
addresses. 
DATES: Comments on the information 
collection should be directed to the 
OMB Desk Officer on or before 
September 27, 1989. 

Dated: August 16, 1989. 

By direction of the Secretary. 

David N. Stone, 

Executive Assistant, Office of Information 
Management and Statistics. 

Extension 


1. Veterans Benefits Administration 


2. Request for Information Concerning 
Medical, Legal or Other Expenses 

3. VA Form 21-8416 

4. This form is used to report medical, 
legal or other expenses paid in 
connection with claims for VA pension 
or other income-based benefits. These 
expenses may be excluded from 
countable income in determing the 
correct rate of VA benefit payment. 

5. On occasion 

6. Individuals or households 

7. 56,400 responses 

8. % hour 

9. Not applicable 


[FR Doc. 89-20164 Filed 8-25-89; 8:45 am] 
BILLING CODE 8320-01-M 


Geriatrics and Gerontology Advisory 
Committee; Meeting 


The Department of Veterans Affairs 
gives notice under Public Law 92-463 
that a meeting of the Geriatrics and 
Gerontology Advisory Committee 
(GGAS) will be held September 28, 1989, 
at the VA Medical Center, 1660 S. 
Columbian Way, Seattle, Washington 
98108 in Auditorium BB108. The purpose 
of the Geriatrics and Gerontology 
Advisory Committee is to advise the 
Secretary of Veterans Affairs and the 
Chief Medical Director relative to the 
care and treatment of the aging 
veterans, and to evaluate the Geriatric 
Research, Education and Clinical 
Centers. The meeting will convene at 
8:30 a.m. and adjourn at 5:30 p.m. and is 
open to the public up to the seating 
capacity of the room. For those wishing 
to attend contact Jacqueline Holmes, 
Program Assistant, Office of Assistant 
Chief Medical Director for Geriatrics 
and Extended Care (phone 202/233- 
5983) prior to September 22, 1989. 

The purpose of this meeting is to 
discuss activities of the Office of 
Geriatrics and Extended Care, future 
plans of the GGAC and review site 
visits to Portland and Spokane. 

Dated: August 15, 1989. 

By direction of the Secretary. 

Sylvia Chavez Long, 

Committee Management Officer. 

[FR Doc. 89-20144 Filed 8-25-89; 8:45 am] 
BILLING CODE 8320-01-M 


Veterans’ Advisory Committee on 
Rehabilitation; Meeting 


The Department of Veterans Affairs 
gives notice that a meeting of the 
Veterans’ Advisory Committee on 
Rehabilitation, authorized by 38 U.S.C. 
1521, will be held in Room 201, Building 
65, Foot Root, N. Little Rock, AR 72115, 





* 
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September 12, 13, and 14, 1989. The 
sessions will begin at 9 a.m. The 
Committee will be discussing issues 
related to the administration of 
veterans’ rehabilitation programs. 

The meeting will be open to the public 
up to the seating capacity of the 
conference room. Because of the limited 
seating capacity, it will be necessary for 
those wishing to attend to contact Dr. 


Carole J. Westerman, Executive 
Secretary, Veterans’ 

Committee on Rehabilitation (phone 
202-233-6525) prior to September 6, 
1989. 

Interested persons may attend, appear 
before, or file statements with the 
Committee. Statements, if in written 
form, may be filed before or within 10 
days after the meeting. Oral statements 


will be heard at 10 a.m. on September 
13, 1989. 

Dated: August 17, 1989. 

By direction of the Secretary. 
Sylvia Chavez Long, 
Committee Management Officer. 
[FR Doc. 89-20145 Filed 8-25-89; 8:45 am] 
BILLING CODE 6320-01-M 





Sunshine Act Meetings 


section of FEDERAL REGISTER 
meetings published 
“Government in the Sunshine 
L. 94-409) 5 U.S.C. 552b(e)(3). 


the 
of 
the 

(Pub. 


FEDERA: DEPOSIT INSURANCE 
CORPORATION 
Notice of Agency Meeting 

Pursuant to the provisions of the 
“Government in the Sunshine Act” (5 
U.S.C. 552b), notice is hereby given that 
at 2:06 p.m. on Tuesday, August 22, 1989, 
the Board of Directors of the Federal 
Deposit Insurance Corporation met in 
closed session to consider: (1) A 
memorandum regarding proposed 
revisions to the Corporation's General 
Travel regulations; (2) matters relating 
to the possible failure of certian insured 
banks; (3) matters relating to the 
Corporation's assistance agreements 
with insured banks; and (4) a personnel 
matter. 

In calling the meeting, the Board 
determined, on motion of Director C.C. 
Hope, Jr. (Appointive), seconded by 
Director Robert L. Clarke (Comptroller 
of the Currency), concurred in by 


Chairman L. William Seidman and 
Director M. Danny Wall (Director of the 
Office of Thrift Supervision), that 
Corporation business required its 
consideration of the matters on less than 
seven days’ notice to the public; that no 
earlier notice of the meeting was 
practicable; that the public interest did 
not require consideration of the matters 
in a meeting open to public observation; 
and that the matters could be 
considered in a closed meeting by 
authority of subsections (c)(2), (c)(6), 
(c)(8), (c)(9)(A)ii), (c)(9)(B), and (c)(10) 
of the “Government in the Sunshine 
Act” (5 U.S.C. 552b(c)(2), (c)(6), (c)(8), 
(c)(9)A)(ii), (c)(9)(B), and (c)(10)). 

e meeting was held in the Board 
Room of the FDIC Building located at 
550-17th Street, NW., Washington, DC. 


Dated: August 23, 1989. 
Federal Deposit Insurance Corporation, 
Robert E. Feldman, 
Deputy Executive Secretary. 
[FR Doc. 89-20309 Filed 8-24-89; 11:52 am] 


BILLING CODE 6714-01-M 


Federal Register 
_ Vol. 54, 165 
Monday, August 28, 1989 


NATIONAL MEDIATION BOARD 

TIME AND DATE: 2:00 p.m., Wednesday, 
September 13, 1989. 

PLACE: Board Hearing Room, 8th Floor, 
1425 K Street, NW., Washington, DC. 
STATUS: Open. 

MATTERS TO BE CONSIDERED: 

1. Ratification of the Board actions taken 
by notation voting during the month of 
August, 1989. 

2. Other priority matters which may come 


before the Board for which notice will be 
given at the earliest practicable time. 


SUPPLEMENTARY INFORMATION: Copies 

of the monthly report of the Board’s 

notation voting actions will be available 

from the Executive Director's office 

following the meeting. 

CONTACT PERSON FOR MORE 

INFORMATION: Mr. Charles R. Barnes, 

Executive Director, Tel: (202) 523-5920. 
Date of Notice: August 21, 1989. 

Charles R. Barnes, 

Executive Director, National Mediation 

Board. 

[FR Doc. 89-20260 Filed 8-24-89; 4:26 pm] 

BILLING CODE 7550-01-M 
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DEPARTMENT OF TRANSPORTATION 
Federal Aviation Administration 
14 CFR Part 71 


[Airspace Docket No. 89-AWA-10] 


Proposed Alteration of the Seattie 
Terminal Control Area; Washington 


AGENCY: Federal Aviation 
Administration (FAA), DOT. 


ACTION: Notice of proposed rulemaking. 


SUMMARY: This notice proposes to alter 
the Seattle, WA, Terminal Control Area 
(TCA). This proposal would raise the 
upper limits of the TCA to 10,000 feet 
mean sea level (MSL) to enable air 
traffic control (ATC) to provide terminal 
ATC service to arriving and departing 
turbojet aircraft in a TCA environment 
throughout transition to an from the en 
route structure. Additionally, this 
proposal would extend the lateral limits 
of the TCA north and south to 30 
nautical miles, east and west to 18 
nautical miles from the airport, to 
provide an area wherein ATC can 
provide TCA control and services 
throughout critical maneuvering phases 
of flight operations in the terminal area. 
This proposal redefines several existing 


' subareas which would enhance air 


traffic procedures and simplify visual 
flight rules (VFR) transient operations 
outside TCA airspace. 


DATES: Comments must be received on 
or before October 27, 1989. 


ADDRESSES: Send comments on the 
proposal in triplicate to: Federal 
Aviation Administration, Office of the 
Chief Counsel, Attention: Rules Docket 
[AGC-10], Airspace Docket No. 89- 
AWA-10, 800 Independence Avenue, 
SW., Washington, DC 20591. 

The official docket may be examined 
in the Rules Docket, weekdays, except 
Federal holidays, between 8:30 a.m. and 
5:00 p.m. The FAA Rules Docket is 
located in the Office of the Chief 
Counsel, Room 916, 800 Independence 
Avenue, SW., Washington, DC. 

An informal docket may also be 
examined during normal businss hours 
at the Office of the Regional Air Traffic 
Division. 


FOR FURTHER INFORMATION CONTACT: 
Betty W. Harrison, Airspace Branch 
(ATO-240), Airspace-Rules and 
Aeronautical Information Division, Air 
Traffic Operations Service, Federal 
Aviation Administration, 800 
Independence Avenue, SW., 
Washington, DC 10591; telephone: (202) 
267-9255. 


SUPPLEMENTARY INFORMATION: 


’ Comments Invited 


Interested parties are invited to 
participate in this proposed rulemaking 
by submitting such written data, views, 
or arguments as they may desire. 
Comments that provide the factual basis 
supporting the views and suggestions - 
presented are particularly helpful in 
developing reasoned regulatory 
decisions on the proposal. Comments 
are specifically invited on the overall 
regulatory, aeronautical, economic, 
environmental, and energy aspects of 
the proposal. Communications should 
identify the airspace docket and be 
submitted in triplicate to the address 
listed above. Commenters wishing the 
FAA to acknowledge receipt of their 
comments on this notice must submit 
with those comments a self-addressed, 
stamped postcard on which the 
following statement is made: 
“Comments to Airspace Docket No. 89- 
AWA-10.” The postcard will be date/ 
time stamped and returned to the 
commenter. All communications 
received before the specified closing 
date for comments will be considered 
before taking action on the proposed 
rule. The proposal contaned in this 
notice may be changed in the light of 
comments received. All comments 
submitted will be available for 
examination in the Rules Docket both 
before and after the closing date for 
comments. A report summarizing each 
substantive public contact with FAA 
personnel concerned with this 
rulemaking will be filed in the docket. 


Availability of NPRM’s 

Any person may obtain a copy of this 
Notice of Proposed Rulemaking (NPRM) 
by submitting a request to the Federal 
Aviation Administration, Office, of 
Public Affairs, Attention: Public Inquiry: 
Centr, APA-230, 800 Independence 
Avenue, SW., Washington, DC 20591, or 
by calling (202) 267-3484. 
Communications must identify the . 
notice number of this NPRM. Persons 
interested in being placed on a mailing 
list for future NPRM’s should also 
request a copy of Advisory Cicular No. 
11-2A which describes the application 
procedure. 
Related Rulemaking Actions 

On May 21, 1970, the FAA published 
Federal Aviation Regulation (FAR) 
Amendment 91-78 (35 FR 7782) which 
enabled the establishment of TCA’s. On 
October 14, 1988, the FAA published a 
final rule which revised the 
classification and pilot/equipment 
requirements for conducting operations 
in a TCA (53 FR 40318). Specifically, the 
rule: (a) Establishes a single-class TCA; 
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(b) requires the pilot-in-command of a 
civil aircraft operating within a TCA to 
hold at least a private pilot certificate, 
except for a student pilot who has 
received certain documented training; 
and (c) eliminates the helicopter 
exception from the minimum 
navigational equipment requirement. 

The FAA published a final rule on 
June 21, 1988, which requires Mode C 
equipment when operating within 30 
nautical miles of any designated TCA 
primary airport from the surface up to 
10,000 feet MSL, except for operations 
by certain aircraft types specifically 
excluded (53 FR 23356). 

On February 3, 1987, the FAA 
published a final rule which established 
requirements pertaining to the use, 
installation, inspection, and testing of 
Air Traffic Control Radar Beacon 
System (ATCRBS) and Mode S 
transponders in U.S.-registered civil 
aircraft (53 FR 3380). The rule adopted 
continues to require a transponder for 
operation in each TCA. 


Background 


The TCA program was developed to 
reduce the midair collision potential in 
the congested airspace surrounding 
airports with high density air traffic by 
providing an area in which all aircraft 
will be subject to certain operating rules 
and equipment requirements. 

The density of traffic and the types of 
operations being conducted in the 
airspace surrounding major terminals 
increase the probability of midair 
collisions. In 1970, an extensive study 
found that the majority of midair 
collisions occurred between a general 
aviation (GA) aircraft and an air carrier, 
military or another GA aircraft. The 
basic causal factor common to these 
conflicts was the mix of uncontrolled 


-aircraft operating under VFR and 


controlled aircraft operating under 
instrument flight rules (IFR). TCA’s 
provide a method to accommodate the 
increasing number of IFR and VFR 
operations. The regulatory requirements 
of TCA airspace afford the greatest 
protection for the greatest number of 
people by providing TC with an 
increased capability to provide aircraft 
separation service, thereby minimizing 
the mix of controlled and uncontrolled 
aircraft. 

To date, the FAA has established a 
total of 24 TCA’s. The FAA is proposing 
to take action to modify or implement 
the application of these proven control 
techniques to more airports to provide 
greater protection of air traffic in the 
airspace regions most commonly used 
by passenger-carrying aircraft. 
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Pre-NPRM Public Input 
Airspace Meetings . 

Informal airspace meetings were held 
in the Seattle area on November 29, 30, 
and December 2, 1988. These meetings 
permitted local aviation interests and 
airspace users an opportunity to give 
their input on the proposed alteration of 
the Seattle TCA. 

Over 100 written comments were 
received during the public comment 
period following the informal airspace 
meetings. These comments were from a 
congressional office, aviation 
organizations and services, helicopter 
and fixed-wing aircraft pilots, 
balloonists, sport parachutists, glider 
pilots, and a newspaper for aviation 
interests and private citizens. 

The comments received addressed the 
FAA’s proposed alteration as presented 
at the informal airspace meetings. Public 
comments, along with FAA findings and 
justifications, are summarized as 
follows: 

1. Many commenters requested Boeing 
Field be excluded from the surface area 
of the TCA. The reasons given for this 
request are the expected delays 
departing/ arriving Boeng Field caused 
from: (1) Increased contoller/pilot 
communications; (2) beacon-code 
assignments; (3) increased separation 
requirements; and (4) airspace 
saturation. Certain parties were 
concerned that some student pilots 
would opt to relocate because of the 
additional cost incurred from delays. 

The FAA analyzed all comments 
concerning the design of the TCA 
around Boeing Field and excluded 
Boeing Field from its proposed 
alteration. 

2. Many commenters opposed a 12,500 
foot MSL ceiling. Commenters felt that if 
services were unavailable or not desired 
within the TCA, the option to overfly the 
ceiling of the TCA would be eliminated 
for most users. 

The FAA adopted this suggestion and 
lowered the proposed ceiling to 10,000 
feet MSL. 

3. Some commenters felt that the TCA 
altitudes over Puget Sound were too 
low. Fixed winged and helicopter pilots 
favored altitudes that would allow 
operations over the area without TCA 
involvement. 

The proposed TCA design has a 2,000- 
foot MSL floor directly east of, and 
within 4 nautical miles, of the Seattle- 
Tacoma International Airport, and a 
3,000-foot floor outside of 4 nautical 
miles. This configuration would provide 
sufficient airspace below the TCA for 
nonparticipating aircraft in the Puget 
Sound area without compromising 
safety inside the TCA. 


jum 


4. Several commenters suggested that 
the FAA raise the TCA floor overlaying 
fhe Auburn Airport. Commenters stated 
that sufficient airspace is not available 
for aircraft entering the traffic pattern. A 
comment from a hot air balloon club 
stated that a TCA floor of less than 3,000 
feet MSL would restrict ballooning in 
the Auburn area. 

The FAA agrees with these comments 
and will retain the 3,000 foot MSL floor 
inthe Auburn Airport area in this 
NPRM. 

5. Some comments received suggested 
the FAA avoid using VFR altitudes in 
the designation of the TCA floor. These 
altitudes would preclude the use of 
certain VFR altitudes in the affected 
areas. 

This suggestion was adopted and is 
reflected in this NPRM. 

6. Several comments were received 
requesting the FAA to raise the floor of 
the proposed alteration, east of Seattle- 
Tacoma International Airport, to 
provide sufficient airspace for aircraft 
not requesting TCA service. 

in the proposal, the FAA raised a TCA 
segment beyond § nautical miles east of 
the Seattle-Tacoma International 
Airport to 6,000 feet MSL. This alteration 
would allow VFR aircraft ample 
airspace along the west slope of the 
Cascades. Two TCA segments, 
northeast and southeast of Seattle- 
Tacoma International Airport, were 
raised to 5,000 feet MSL. An area 18 
nautical miles east of the Seattle- 
Tacoma International Airport was 
eliminated because of high terrain. The 
TCA floor was raised to 8,000 feet MSL, 
20 nautical miles southeast of the 
Seattle-Tacoma International Airport, to 
accommodate a private airport's glider 
operations. Ha vever, the TCA floor will 
remain at 3,000 feet MSL, 23 nautical 
miles northeast of the Seattle-Tacoma 
International Airport. This area protects 
a major IFR route. 

7. A parachuting club requested the 
TCA floor be raised to 8,000 feet MSL, 26 
nautical miles south of the Seattle- 
Tacoma International Airport. This 
would provide sufficient airspace for 
without TCA involvement. 

he FAA finds that during periods of 
adverse weather or traffic saturation, it 
becomes necessary to extend the final 
approach segment of Runway 34. When 
this extension is required, the airspace 
in the vicinity of the parachuting club is 
affected from 6,000 feet MSL and above, 
thus precluding parachuting activity. 
Jump operations would, however, be 
available during favorable weather and 
lighter traffic periods. 

8. Many commenters felt that visual 
landmarks should be used to define the 
TCA boundaries. Other commenters 


expressed concern over the use of more 
than one navigational aid (NAVAID) to 
define different segments in the FAA’s 
“straw man” proposal. 

The boundaries of the design 
proposed herein as defined by radials 
and distance measuring equipment 
(DME) distances from the Seattle very 
high frequency omni-directional radio 
range and tactical air navigational aid 
(VORTAC), prominent geographic 
landmarks, and lines of longitude that 
coincide with prominent geographical 
landmarks. Many of the radials and 
DME arcs contained in this proposal 
define the existing TCA. 

9. Some commenters requested to 
delete V-287 from the TCA. Federal 
Airway V-287 provides a north/south 
routing west of the Seattle-Tacoma 
International Airport for aircraft not 
desiring TCA services. 

Two of the four primary inbound and 
outbound routes for the Seattle area 
overlie segments of V-287. For this 
reason, the proposed design retains 
some airspace along V-287. However, 
based on user input, the proposed TCA 


‘floor in these areas would be raised to 


8,000 feet MSL. This would provide 
altitudes of up to 6,500 feet MSL and 
7,500 feet MSL for VFR flight along V- 
287 without TCA clearance. 

10. Comments were received 
requesting a VFR corridor extending 
east/west over the Seattle-Tacoma 
International Airport where a clearance 
would not be required. 

Presently, east/west flights are 
accommodated within the TCA with 
negligible delays. Air traffic control 
provides radar vectors and control 
techniques accoding to traffic demands 
in the area surrounding the Seattle- 
Tacoma International Airport. The FAA 
feels that the suggested corridor would 
not create a safer or more efficient 
environment. 

11. Some commenters felt that 
extending the TCA outward to 30 
nautical miles is not necessary. 

The proposed design has areas that 
extend to 30 nautical miles over arrival 
gates or on final approach segments. 
These areas are needed to protect 
aircraft in critical stages of flight. 
However, the TCA floor in these areas’ 
is no lower than 6,000 feet MSL. This 
will aliow VFR aircraft sufficient 
airspace below the TCA. 

12. Many commenters feel that there 
is no need to modify the current Seattle 
TCA. 

Since the TCA’s implementation in 
1974, traffic increases and operational 
conditions dictate a need to modify fhe 
current TCA. The present volume of 
traffic cannot be accommodated by the 
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present TCA airspace. This proposal 
takes into consideration updated 
procedures and provides TCA airspace 
for all IFR operations requiring TCA 
protection, while providng airspace for 
VFR operations. 


The Proposal 


The FAA is considering an 
- amendment to part 71 of the Federal 
Aviation Regulations (14 CFR part 71) to 
modify the TCA at Seattle, WA. The 
increase in annual enplaned passengers 
at the Seattle-Tacoma International 
Airport is 7,178,491 which dictates a 
‘ need to alter the present TCA 
configuration. This alteration will better 
serve the users, as well as the FAA, by 
providing airspace configured to handle 
new procedures and the increased 
amount of operations. The FAA has 
determined that modifying the TCA at 
the Seattle-Tacoma International 
Airport is in the interest of flight safety 
and will result in a greater degree of 
protection for the greatest number of 
people during flight in the terminal area. 
The proposed alteration is depicted on 
the attached chart. 

Section 91.90 of part 91 of the Federal 
Aviation Regulations (14 CFR part 91) 
defines TCA’s and prescribes operating 
rules for aircraft in airspace designated 
as a TCA. The TCA rule provides, in 
part, that prior to entering the TCA, any 
pilot arriving at any airport within the 
TCA or flying through the TCA must: (1) 
Obtain appropriate authorization from 
ATC; (2) comply with applicable 
procedures established by ATC for pilot 
training operations at an airport within 
a TCA; (3) hold at least a private pilot 
certificate; and (4) meet the 
requirements of § 61.95 of the Federal 
Aviation Regulations if the aircraft is 
operated by a student pilot. 

Any aircraft arriving at any airport 
within a TCA or flying through a TCA 
must: have an operable VOR or TACAN 
receiver; have an operable two-way 
radio capable of communications with 
ATC on appropriate frequencies for that 
TCA; and be equipped with the 
applicable operating transponder and 
automatic altitude-reporting equipment 
specified in paragraph (a) of § 91.24 of 
the Federal Aviation Regulations, except 
as provided in paragraph (d) of that 
section. Unless otherwise authorized by 
ATC, all large, turbine-engine aircraft 
operating to or from a primary airport 
must be operated above the designated 
floors of a TCA. The pilot of any aircraft 
departing from an airport located within 
a TCA is required to receive a clearance 
from ATC prior to takeoff. 

All aircraft operating within a TCA 
are required to comply with all ATC 
clearances and instructions, and any 


FAA arrival or departure traffic pattern 
for the airport of intended operation. 
However, the TCA rule permits ATC to 
authorize deviations from any of the 
operating requirements of the rule when 
safety considerations justify the 
deviation or more efficient utilization of 
the airspace can be attained. Ultralight 
vehicle operations and parachute jumps 
in a TCA may only be conducted under 
the terms of an ATC authorization. 

Definitions, operating requirements, 
and specific airspace designations 
applicable to TCA’s may be found in 
§§ 71.12, 71.401, and 71.403 of part 71 of 
the Federal Aviation Regulations (14 
CFR part 71); and §§ 91.1 and 91.90 of 
part 91.of the Federal Aviation 
Regulations (14 CFR part 91). 

The standard configuration of a TCA 
consists of three concentric circles 
centered on the primary airport 
extending to 10, 20, and 30 nautical 
miles respectively. The vertical limits of 
the TCA are 12,500 feet MSL, with the 
floor established at the surface in the 
inner area and at levels appropriate to 
containment of operations in the outer 
areas. Variations of these criteria may 
be authorized contingent upon terrain, 
adjacent regulatory airspace, and 
factors unique to the terminal area. The 
airspace configuration propesed herein 
is the result of an extensive staff study 
conducted by the local FAA authority 
after obtaining public input from 
informal airspace meetings and 
coordinating with the FAA regional 
office. The FAA has determined that the 
proposed alteration of airspace for the 
Seattle TCA is consistent with TCA 
objectives. The proposed configuration 
considers the present terminal area 
flight operations and terrain as follows: 

1. This alteration basically retains the 
structure of the existing inner-core area 
and that airspace overlying Boeing 
Field. Some airspace is added east and 
west of the Seattle-Tacoma 
International Airport. Additional 
airspace is required to protect.the 
Runway 16 final approach course for 
aircraft transitioning to final approach 
visually or on radar vectors for.an 
instrument approach. An extension of 12 
miles is added to the north and south of 
the inner core area. The Puget Sound 
shoreline is used to depict the TCA 
boundary. 

2. The intermediate area retains the 
3,000-foot MSL floor of the existing TCA 
west of the Seattle-Tacoma 
International Airport. The TCA floor 
beyond 11 nautical miles is raised from 
3,000 feet MSL to 6,000 feet MSL. This 
would provide an additional 3,000 feet 
for nonparticipating aircraft in the 
Bremerton and Port Orchard areas. A 
3,000-foot MSL TCA floor is added to the 
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area east of the Seattle-Tacoma 
International Airport to accommodate 
downwind traffic in the radar traffic 
pattern for the primary airport. This 
airspace is needed for aircraft 
transitioning to the final approach 
course from downwind and base legs. 
The intermediate area is defined by an 
18-mile DME arc, radials of the Seattle 
VORTAC, and longitude lines. 

3. The outer area, with floors varying 
from 5,000 to 8,000 feet MSL, provides 
airspace for aircraft transitioning from 
the en route to the terminal 
environment. Turbojet and turboprop 
aircraft would enter terminal airspace 
from four designated areas. These areas 
contain 8,000-foot MSL floors to provide 
airspace necessary for aircraft 
descending into the TCA. The outer area 
is designed for vectoring and sequencing 
aircraft for the final approach course, 
while preserving airspace below the 
TCA for nonparticipating aircraft. 

The preceding summary of the 
proposed alteration of the TCA airspace 
configuration identifies that airspace 
which is necessary to contain large 
turbojet aircraft operations at the 
Seattle-Tacoma International Airport. 
Air traffic control would provide control 
and separation of all flights within the 
proposed airspace boundaries. 
Furthermore, ATC authorization is 
required for aircraft operations within 
that airspace. Modifying this TCA would 
greatly enhance the safety of flight 
within the congested airspace overlying 
the Seattle metropolitan area by 
facilitating the separation of controlled 
and uncontrolled flight operations. 
Section 71.403 of part 71 of the Federal 
Aviation Regulations was republished in 
Handbook 7400.6E dated January 3, 
1989. 


Regulatory Evaluation Summary 


The FAA is required to examine the 
potential benefits and costs of each 
proposed rulemaking action to ensure 
that the public is not burdened with 
rules where costs outweigh benefits. 
This section of the preamble evaluates 
both quantitatively and qualitatively, to 
the maximum pessible extent, the 
potential costs and benefits expected to 
accrue from the proposed modification 
of the Seattle TCA. 


Costs-Benefits Analysis 
a. Costs 


The FAA believes that there would be 
no costs associated with the 
implementation of this proposed rule 
either to the agency or to aircraft 
operators for the reasons discussed 
below. 
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In terms of the FAA, the proposed rule 
would not impose any additional 
administrative cost in terms of either 
personnel or equipment. The additional 
operations workload generated by the 
proposed rule would be absorbed by 
current personnel and equipment 
resources which are already in place at 
the Seattle TCA. 

In terms of aircraft operators, the 
proposed rule would not impose any 
additional costs either in the form of 
avionics equipment or circumnavigation. 
The proposed rule would not adversely 
impact aircraft operators operating 
under instrument flight rules (IFR). 
Aircraft operators operating routinely 
under IFR conditions primarily consist 
of large air carrier, business jet, 
commuter, and air taxi operators. Thus, 
the proposed rule would potentially 
impact aircraft operators operating 
routinely under visual flight rules (VFR). 
Those aircraft operators operating 
routinely under VFR conditions 
primarily consist of small, general 
aviation (GA) (single-engine, piston) 
operators and other GA aircraft 
operators such as glider and balloon 
operators. Other airspace user groups 
operating within the proximity of the 
Seattle TCA would also be potentially 
impacted by the proposed rule. Such 
user groups would consist of sport 
parachutists and some student pilots. 

Under the proposed rule, the TCA 
ceiling would be raised from 7,000 feet 
MSL to 10,000 feet MSL. Since the 
subject GA aircraft operators and user 
groups rarely, if ever, operate in 
airspace above 10,000 feet MSL, the 
focus of potential cost impact falls on 
the proposed expanded segments of the 
TCA floor. As a result of the proposed 
rule, expanded segments of the TCA 
floor would range from 5,000 feet to 
8,000 feet MSL. While enhancing 
aviation safety, the proposed expanded 
segments of the TCA floor would be 
adopted with all due consideration to 
small GA airplane operators, glider 
pilots, and balloonists. 

The proposal would allow such 
aircraft operators to circumnavigate the 
Seattle TCA in a manner that would not 
require much deviation from current 
flying practices. Thus, this proposal 
would permit such operators to operate 
their respective aircraft beneath the 
expanded segments of the TCA floor. 
This assessment also holds true for 
sport parachutists. The expanded 
segments of the proposed TCA floor 
would be adopted at 8,000 feet MSL to 
provide sufficient airspace for jumps on 
the part of sport parachutists without 
TCA involvement. The proposed rule 
would not have an adverse impact on 


student pilots because Boeing Field, 
where most flight instruction is 
conducted, would remain outside of the 


b. Benefits 


The proposed rule is expected to 
generate potential benefits primarily in 
the form of enhanced safety to the 
aviation community and the flying 
public. Such safety would take the form 
of reduced casualty losses (namely, 
aviation fatalities and property damage) 
as a result of the lowered likelihood of 
midair collisions due to the increase in 
positive control airspace for the Seattle 
TCA. 

The proposed expansion of the Seattle 
TCA would restrict more of the airspace 
to controlled aircraft operations from 
7,000 feet to 10,000 feet MSL, and along 
the northern, southern, western, and 
eastern lateral boundaries. Due to the 
proactive nature of the proposed rule, 
the potential safety benefits are 
extremely difficult, if not impossible, to 
quantify in monetary terms. The 
proposed rule is proactive in the sense 
that the FAA is taking action to prevent 
a safety problem from occurring. In this 
case the symptom is increased 
complexity (or density) of aircraft 
operations in the vicinity of the present 
ceiling and lateral boundaries of the 
Seattle TCA. As the result of the 
increased complexity of aircraft 
operations, the controlled airspace is 
proposed to be expanded in the 
aforementioned areas of the TCA. 

Up to now, safety has been 
maintained in the vicinity of the existing 
Seattle TCA in the face of steady growth 


‘in activity by such measures as traffic 


management and procedural changes. 
While the FAA believes that these 
measures will not be adequate in the 
future, they have been successful in the 
past as evidenced by a record of no 
midair collisions in the TCA. Without 
documented evidence of a midair 
collision in the Seattle TCA, estimating 
the probability of a potential occurrence 
in the absence of this proposal cannot 
be determined with a reliable degree of 
certainty. Despite this difficulty, the 
FAA believes that certain measures 
must be taken to maximize aviation 
safety. In the absence of this proposal, 
aviation safety in the vicinity of the 
TCA would be expected to become 
critical and lead to potentially 
catastrophic consequences. 

Ordinarily, the potential safety 
benefits of the proposed rule would be 
an incremental reduction in the 
likelihood of all midair collisions caused 
by the proposed TCA modification as 
opposed to the existing TCA 
configuration. However, with the 


35567 


presence of the Mode C rule (and to 
some extent, the TCAS rule), the number 
of potential midair collisions avoided by 
this proposal is expected to be 
significantly lower. Nevertheless, this 
proposal is still expected to accrue 
benefits in terms of enhanced aviation 
safety, though on a much smaller scale. 
Thus, the potential safety benefits of 
this proposal and the Mode C and TCAS 
rules are considered to be inextricably 
linked. 

In view of the estimated zero cost of 
compliance and enhanced aviation 
safety, the FAA firmly believes the 
proposed rule is cost-beneficial. 

The regulatory evaluation that has 
been placed in the docket contains 
additional detailed information related 
to the costs and benefits that are 
expected to accrue from implementation 
of this proposed rule. 


Initial Regulatory Flexibility 
Determination 


The Regulatory Flexibility Act of 1980 
(RFA) was enacted to ensure that small 
entities are not unnecessarily and 
disproportionately burdened by 
government regulations. The RFA 
requires agencies to review rules which 
may have “a significant economic 
impact on a substantial number of small 
entities.” 

The small entities which could be 
potentially affected by the 
implementation of this proposed rule are 
unscheduled operators of aircraft for 
hire owning nine or fewer aircraft. 

Only those unscheduled aircraft 
operators without the capability to 
operate under IFR conditions would be 
impacted by the proposed rule. The FAA 
believes that all of the potentially 
impacted unscheduled aircraft operators 
are already equipped to operate under 
IFR conditions. This is because such 
operators fly regularly around airports 
where radar approach control services 
have been established. Therefore, the 
FAA believes this proposed rule would 
not have a significant economic impact 
on a substantial number of small 
entities. 


International Trade Impact Assessment 


The proposed rule would neither have 
an effect on the sale of foreign aviation 
products or services in the United 
States, nor would it have an effect on 
the sale of U.S. products or services in 
foreign countries. This is because the 
proposed rule would neither impose 
costs on aircraft operators nor aircraft 
manufacturers (U.S. or foreign). 
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Federalism Implications 

This proposed regulation would not 
have substantial direct effects on the 
states, on the relationship between the 
national government and the states, or 
on the distribution of power and 
responsibilities among the various levels 
of government. Therefore, in accordance 
with Executive Order 12612, preparation 
of a Federalism assessment is not 
warranted. 


Conclusion 


For the reasons discussed under 
“Regulatory Evaluation,” the FAA has 
determined that this proposed regulation 
(1) is not a “major rule” under Executive 
Order 12291; and (2) is not a “significant 
rule” under DOT Regulatory Policies 
and Procedures {44 FR 11034; February 
26, 1979). It is certified that this 
proposal, if adopted, would not have a 
significant economic impact on a 
substantial number of small entities. 


List of Subjects in 14 CFR Part 71 


Aviation safety, Terminal control 
areas. 


The Proposed Amendment 


Accordingly, pursuant to the authority 
delegated to me, the Federal Aviation 
Administration proposes to amend part 
71 of the Federal Aviation Regulations 
(14 CFR part 71) as follows: 


PART 71—DESIGNATION OF FEDERAL 
AIRWAYS, AREA LOW ROUTES, 
CONTROLLED AIRSPACE AND 
REPORTING POINTS 


1. The authority citation for part 71 
continues to read as follows: 


Authority: 49 U.S.C. 1348{a}, 1354(a), 1510; 
Executive Order 10854; 49 U.S.C. 106{g) 
(Revised Pub. L. 97-449, January 12, 1983); 14 
CFR 11.69. 


§ 71.403 [Amended] 
2. Section 71.403 is amended as 
follows: 


Seattle, WA [Revised] 


Primary Airport. Seattle-Tacoma 
International Airport (lat. 47°27'57" N., long. 
122°18'29” W.). 

Boundaries. Based on Seattle VORTAC 
(SEA) (lat. 47°26'08" N., long. 122°18'30" W.)} 
arcs, DME distances, radials, lines of 
longitude, and the Puget Sound shoreline. 

Area A. That airspace extending upward 
from the surface to and including 10,000 feet 
MSL within an area bounded by a line 
beginning at the 2-mile DME on the SEA 012° 
radial to a point on the 4-mile arc of the SEA 
007° radial, then counterclockwise along the 
4-mile arc of the SEA 007° radial to the Puget 
Sound shoreline then south along the Puget 
Sound shoreline to the 2-mile arc of the SEA 
VORTAC then counterclockwise along the 2- 
mile arc of the SEA VORTAC to the SEA 192° 


radial extending to the 6-mile arc of the SEA 
192° radial then counterclockwise along the 6- 
mile arc of the SEA VORTAC to the SEA 163° 
radial extending to the 2-mile arc of the SEA 
192° radial then counterclockwise along the 2- 
= arc of the Seattle VORTAC to the point 
o ; 
Area B. That airspace extending upward 
from 1,100 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 4-mile DME point on the SEA 
007° radial extending to the 6-mile arc of the 
SEA 007° radial then counterclockwise along 
the 6-mile arc of the SEA VORTAC to the 

SEA 342° radial to the 4-mile arc of the SEA 
342° radial then clockwise along the 4-mile 
arc of the SEA VORTAC to the point of 


Area C. That airspace extending upward 
from 1,600 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 6-mile DME on the SEA 192° 
radial to the 12-mile arc of the SEA 192° 
radial then counterclockwise along the 12- 
mile arc of the SEA VORTAC to the SEA 163° 
radial to the 6-mile arc of the SEA 163° radial 
then clockwise along the 6-mile arc of the 
SEA VORTAC to the point of beginning. 

Area D. That airspace extending upward 
from 1,800 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 6-mile arc of the SEA 007° 
radial then counterclockwise along the 6-mile 
arc of the SEA VORTAC to the SEA 342° 
radial to the 12-mile arc of the SEA 342° 
radial then clockwise along the 12-mile arc of 
the SEA VORTAC of the SEA 007° radial to 
the point of beginning. 

Area E. That airspace extending upward 
from 2,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 4-mile arc of the SEA 192° 
radial then clockwise along the 4-mile arc of 
the SEA VORTAC to the Puget Sound 
shoreline then south along the Puget Sound 
shoreline to the 2-mile arc of the SEA 
VORTAC counterclockwise along the 2-mile 
arc of the SEA VORTAC to the SEA 192° 
radial to the point of beginning. 

Area F. That airspace extending upward 
from 2,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 4-mile DME on the SEA 342° 
radial and extending north on the 342° radial 
to the Puget Sound shoreline then south along 
the Puget Sound shoreline to the 4-mile arc of 
the SEA VORTAC then clockwise along the 
4-mile arc of the SEA VORTAC to the point 
of beginning. 

Area G. That airspace extending upward 
from 2,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 2-mile arc of the SEA 012° 
radial then clockwise along the 2-mile arc of 
the Seattle VORTAC to the SEA 163° radial 
to the 4-mile arc of the SEA 163° radial then 
counterclockwise along the 4-mile arc of the 
Seattle VORTAC to the SEA 022’ radial to 
the 12-mile arc of the SEA 022° radial then 
counterclockwise along the 12-mile arc of the 
Seattle VORTAC to the SEA 007° radial to 
the 4-mile DME of the SEA 007° radial to the 
point of beginning. 

Area H. That airspace extending upward 
from 3,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 


beginning at the 18-mile arc of the SEA 322° 
radial then clockwise along the 18-mile arc of 
the Seattle VORTAC to the SEA 032° radial 
then southwest along the SEA 032° radial to a 
point at lat. 47°39'17” N., long. 122°06'20" W.; 
to lat 47°17'14” N., long. 122°06'20" W.; then 
southeast on the SEA 137° radial to the 18- 
mile arc of the SEA 137° radial then 
clockwise along the 18-mile arc of the Seattle 
VORTAC to the SEA 232° radial then 
northeast on the SEA 232° radial to a point at 
lat. 47°18'52” N., long. 122°32'10” W.; to lat. 
47°37'56" N., long. 122°32°10” W.; to the point 
of beginning, excluding that airspace in the 
Areas A through G. 

Area I. That airspace extending upward 
from 5,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 18-mile arc of the SEA 322° 
radial then clockwise along the 18-mile arc of 
the Seattle VORTAC to the SEA 032° radial 
extending to the 22-mile arc of the SEA 032° 
radial then counterclockwise along the 22- 
mile arc of the Seattle VORTAC to the SEA 


from 5,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 18-mile arc of the SEA 032° 
radial then clockwise along the 18-mile arc of 
the Seattle VORTAC to the SEA 052° radial 
to a point at lat. 47°32'34” N., long. 122°06'20” 
W.; to lat. 47°39°17" N., long. 122°06’20” W.; to 
the point of beginning. 

Area K. That airspace extending upward 
from 5,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 18-mile arc of the SEA 117° 
radial then clockwise to the SEA 137° radial 


. then northwest on the SEA 137° radial toa 


point at lat. 47°17°14” N., long. 122°06'20” W.; 
to lat. 47°21'55” N., long. 122°06’20” W.; then 
southeast on the SEA 117° radial to the point 
of beginning. 

Area L. That airspace extending upward 
from 5,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 18-mile arc of the SEA 182° 
radial then counterclockwise the 18- 
mile arc of the Seattle VORTAC to the SEA 
163° radial extending to the 25-mile arc of the 
SEA 163° radial then clockwise along the 25- 
mile arc of the Seattle VORTAC to the SEA 
192° radial to the point of beginning. 

Area M. That airspace extending upward 
from 6,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 18-mile arc of the SEA 322° 
radial then counterclockwise the 18- 
mile arc of the Seattle VORTAC to the SEA 
232° radial then northeast on the SEA 232° 
radial to a point at lat. 47°18'52” N., long. 
122°32'10" W.; to lat. 47°37'56” N., long. 
122°32'10” W.; to the point of beginning. 

Area N. That airspace extending upward 
from 6,000 feet MSL to and including 10,000 
feet MSL within in area bounded by a line 
beginning at the 16-mile arc of the SEA 052° 
radial then clockwise along the 18-mile arc of 
the Seattle VORTAC to the SEA 117° radial 
then northwest on the SEA 117° radial te a 
point at lat. 47°21°55” N., long. 122°06’20" W.; 
to lat. 47°32'34” N., long. 122°06’20" W.; then 
northeast on the SEA 052° radial to the point 


of beginning. 
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Area O. That airspace extending upward 
from 6,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 22-mile arc of the SEA 342° 
radial then clockwwise along the 22-mile arc 
of the Seattle VORTAC to the SEA 032° 
radial to the 30-mile arc of the SEA 032° 
radiai then counterclockwise along the 30- 
mile arc of the Seattle VORTAC to the SEA 
342° radial to the point of 

Area P. That airspace extending upward 
from 6,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 18-mile arc of the SEA 232° 
radial then counterclockwise along the 18- 
mile arc of the Seattle VORTAC to the SEA 
192° radial to the 25-mile arc of the SEA 192° 
radial then clockwise along the 25-mile arc of 
the Seattle VORTAC to the SEA 232° radial 
to the point of 

Area Q. That airspace "extending upward 
from 6,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 25-mile arc of the SEA 192° 
radial then counterclockwise along the 25- 
mile arc of the Seattle VORTAC to the SEA 
163° radial to the 30-mile arc of the SEA 163° 
radial then clockwise along the 30-mile arc of 
the Seattle VORTAC to the SEA 192° radial 


to the point of beginning. 


Area R. That airspace extending upward 
from 6,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 18-mile arc of the SEA 163° 
radial then counterclockwise along the 18- 
mile arc of the Seattle VORTAC to the SEA 
137° radial to the 25-mile arc of the SEA 137° 
radial then clockwise along the 25-mile arc of 
the Seattle VORTAC to the SEA 163° radial 
to the ee of beginning. 

S. That airspace extending upward 
ocean 8,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
a ee eee 

al then counterclockwise along the 18- 
mile arc of the Seattle VORTAC to the SEA 
117° radial to the 30-mile arc of the SEA 117° 
radial then clockwise along the 30-mile arc of 
the Seattle VORTAC to the SEA 137° radial 
to the point of beginning. 

Area T. That airspace extending upward 
from 8,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 18-mile arc of the SEA 032° 
radial then clockwise along the 18-mile arc of 
the Seattle VORTAC to the SEA 052° radial 
to the 30-mile arc of the SEA 052° radial then 
counterclockwise along the 30-mile arc of the 
Seattle VORTAC to the SEA 032° radial to 


the point of beginning. 


35569 


Area U, That airspace extending upward 
from 8,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 22-mile arc of the SEA 342° 
radial then counterclockwise along the 22- 
mile arc of the Seattle VORTAC to the SEA 
322° radial to the 30-mile arc of the SEA 322° 
radial then clockwise along the 30-mile arc of 
the Seattle VORTAC to the SEA 342° radial 
to the point of beginning. 

Area V. That airspace extending upward 
from 8,000 feet MSL to and including 10,000 
feet MSL within an area bounded by a line 
beginning at the 25-mile arc of the SEA 232° 
radial then counterclockwise along the 25- 
mile arc of the Seattle VORTAC to the SEA 
219° radial extending to the 30-mile arc of the 
SEA 219° radial then clockwise along the 30- 
mile arc of the Seattle VORTAC to the SEA 
232° radial to the point of beginning. 

Issued in Washington, DC, on August 17, 
1989. 

Harold W. Becker, 


Manager, Airspace-Rules and Aeronautical 
Information Division. 


BILLING CODE 4910-13-M 
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PROPOSED SEATTLE TACOMA 
TERMINAL CONTROL AREA 
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BREMERTON NATL 
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© BEARINGS ARE MAGNETIC 


ALTITUDE CEILING IN HUNDREDS 
OF FEET MSL Prepored by the National Oceon Service 
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[FR Doc. 89-20175 Filed 8-25-89; 8:45 am] 
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OFFICE OF MANAGEMENT AND 


AGENCY: Office of Management and 
Budget. 
ACTION: Report Transmittal. 


SUMMARY: This notice transmits the 
Initial OMB Sequester Report to the 
President and Congress for Fiscal Year 
1990 in accordance with the provisions 
of the Balanced Budget and Emergency 
Deficit Control Act of 1985 (Pub. L. 99- 
177) as amended by the Balanced 
Budget and Emergency Deficit Control 
Reaffirmation Act of 1987 (Pub. L. 100- 
119). 

Date: August 25, 1989. 


BILLING CODE 3110-01-M 





Federal Register / Vol. 54, No. 165 / Monday, August 28, 1989 / Notices 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 
WASHINGTON, D.C. 20503 


THE DIRECTOR 
August 25, 1989 


The President 
The White House 
Washington, D.C. 20500 


Dear Mr. President: 


Enclosed is the Initial OMB Sequester Report to the 
President and Congress for Fiscal Year 1990. It is being 
submitted to you today, August 25, 1989, pursuant to Section 
251 of the Balanced Budget and Emergency Deficit Control Act 
of 1985, as amended. 


Respectfully yours, 


Wh Dim 


Richard G. Darman 


Enclosure 


IDENTICAL LETTERS SENT TO HONORABLE DAN QUAYLE, 
HONORABLE THOMAS S. FOLEY 
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INITIAL OMB SEQUESTER REPORT TO THE 
PRESIDENT AND CONGRESS 


FOR FISCAL YEAR 1990 


August 21, 1989 
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NOTE 


Section 251(a)(2)(B) of the Balanced Budget and Emer- 
gency Deficit Control Act, as amended, requires that the 
initial OMB sequester report be submitted to the President 
and the Congress on August 25th. This report, issued 
August 21, 1989, will be resubmitted without change on 
August 25th, and will be published in the Federal Register 
pursuant to Section 251(b), in compliance with law. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 
WASHINGTON, D.C. 20503 


THE DIRECTOR 


The following is the text of a letter transmitting 
the Initial OMB Sequester Report to the 
President and Congress for Fiscal Year 1990. 


August 21, 1989 


The President 
The White House 
Washington, DC 20500 


Dear Mr. President: 


Enclosed please find the Initial OMB Sequester Report to the President and Congress for Fiscal 
Year 1990. It has been prepared in accordance with the requirements of the Balanced Budget and 
Emergency Deficit Control Act of 1985 (Public Law 99-177) as amended by the Balanced Budget and 
Emergency Deficit Control Reaffirmation Act of 1987 (Public Law 100-119). 


The budget estimates contained in this report are based on economic and technical assumptions 
published by the Office of Management and Budget in the July 18th Mid-Session Review, and on laws 
enacted and final regulations promulgated as of August 15, 1989. 


The report finds that, under current law, sequestration would be necessary in October in order 
to meet the Gramm-Rudman-Hollings deficit reduction target. Accordingly, an initial Presidential 
sequestration order has been prepared for issuance on August 25th. It would require the withholding 
of funds as of October ist. 


But sequestration remains avoidable. As you know, Congress and the Administration reached a 
Bipartisan Budget Agreement in April. If the Agreement were fully implemented, sequestration would 
not be necessary. Although there has been some progress toward its implementation, virtually none 
of the reconciliation legislation required to fulfill the terms of the Agreement has yet been enacted. 
As a result, this initial sequester report estimates the fiscal year 1990 deficit to be $16.2 billion above 
the $100 billion deficit target. If there were no change in law by the snapshot date of the final report, 
a final $16.2 billion sequester order would go into effect. 


If, on the other hand, appropriations bills were enacted at levels consistent with the Agreement, 
and if (as the House intends) the military pay shift were not permitted, then the reconciliation process 
would have to produce net savings of at least $12.0 billion in order to avoid sequester. If appropriations 
bills were to exceed the Agreement levels (according to OMB scoring), the amount saved through 
reconciliation would have to be correspondingly higher in order to avoid sequester. The Congressional 
Budget Resolution calls for reconciliation savings of about $14 billion. Full implementation of the 
Budget Resolution should be sufficient to avoid sequester. 


This report provides calculations of the amounts and percentages by which various budgetary 
resources would be reduced under current law—that is, under the assumption of a necessary $16.2 
billion sequester. As required by law, the report includes projected budget baseline levels, economic 
assumptions, a discussion of the sequestration calculations, and comparisons with the estimates 
provided by the Director of the Congressional Budget Office in his report of August 21st. It also 
includes an assessment of the risk of sequester and an illustrative discussion of associated programmatic 
effects. The appendix lists sequestration reductions by agency and budget account. 


IDENTICAL LETTERS SENT TO HONORABLE DAN QUAYLE, HONORABLE THOMAS S. FOLEY 
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The risk of sequester is greater than implied in the baseline deficit estimate taken by itself—as 
the report explains. But it remains my hope, and my cautiously optimistic expectation, that necessary 
legislation may be enacted prior to the snapshot date of the final report in order to avoid sequestration. 


Respectfully yours, 


Richard G. Darman 
Director 


Enclosure 
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I. THE BASELINE DEFICIT 


The Balanced Budget and Emergency Deficit Control Act of 1985, as amended, (commonly known 
as Gramm-Rudman-Hollings, or G-R-H) sets deficit targets for 1990 through 1993. The Act requires 
automatic reductions in selected programs (a sequester) to achieve these targets if they cannot be 
reached through the legislative process. The table below shows the deficit targets specified in the Act. 
Except in 1993, the Act allows for a $10 billion margin-of-error. Thus, there will be no sequester for 
1990 unless the deficit in the final sequester report exceeds the sequester trigger level of $110 billion. 
However, if the 1990 G-R-H baseline deficit exceeds $110 billion, the Act requires a sequester sufficient 
to reduce the baseline deficit to the target level of $100 billion. 


Deficit Targets 
(In billions of dollars) 


Fiscal Year Target Deficit Sequester Trigger 


Under the Act, the Director of the Office of Management and Budget (OMB) is obliged to determine 
each year whether or not sequestration is necessary and, if so, the magnitude of the sequester. The 
Congressional Budget Office (CBO) is obliged to prepare independently its own sequestration reports. 
The CBO reports are transmitted to the Director of OMB and to Congress, and provide a basis for 
comparison against which Congress and others may assess the OMB reports. The OMB reports to 
the President and the Congress provide the basis for sequestration orders to be issued by the President. 
The timetable for the OMB and CBO reports and Presidential orders for calendar year 1989 is as 


follows: 


Report or Order Date 


Snapshot date for initial OMB and CBO reports August 15th 
Initial CBO report August 21st 
Initial OMB report August 25th 
Initial Presidential order August 25th 
Revised CBO report October 10th 
Revised OMB report October 16th 
Final Presidential order October 16th 


OMB issued an estimate of the G-R-H baseline deficit in the Mid-Session Review of the Budget, 
which was published on July 18, 1989. Under the Act, subsequent G-R-H reports must use the same 
economic and technical assumptions as in the Mid-Session Review. CBO is issuing its initial sequestra- 
tion report on August 21st. The next step in the G-R-H process is the issuance of this report. Both 
the initial OMB and CBO sequestration reports are based on laws enacted and regulations promulgated 
as final as of August 15th (the snapshot date). 


As required by the Act, this report: 
— estimates the 1990 G-R-H baseline deficit, using the economic and technical assumptions OMB 
used in the Mid-Session Review; 





| 35580 Federal Register / Vol. 54, No. 165 / Monday, August 28, 1989 / Notices 


—calculates the sequester amounts required; and 
—presents and explains significant differences between the estimates in this report and the 
estimates in the CBO report. 


This report shows the G-R-H baseline deficit to be $116.2 billion, $16.2 billion above the $100 
billion deficit target specified in the Act for 1990 and $6.2 billion above the level that would trigger 
a sequester. These estimates differ from those presented in the Mid-Session Review of the Budget 
primarily as a result of the enactment of the Financial Institutions Reform, Recovery, and Enforcement 
Act and the Disaster Assistance Act. Because these estimates indicate that, under current law, a 
sequester would be required for 1990, the President is required to issue an initial sequester order to 
withhold, beginning October 1st, funds necessary to reduce outlays by $16.2 billion. The initial order 
for 1990 will be issued on August 25, 1989, and become effective on October 1, 1989. 


The final sequester report and final Presidential order for 1990 are to be issued on October 16, 
1989. The final report will take into account additional measures enacted or promulgated by the 
snapshot date that affect the deficit estimates. If such additional measures bring the estimated deficit 
down below the “trigger” level ($110 billion), there will be no need for sequester. 


As shown in Table 1, OMB’s current 1990 G-R-H baseline estimate for receipts is $1,074.8. billion. 
Baseline outlays are estimated to total $1,191.0 billion. 


Table 1.—G-R-H Baseline Totals for 1990 
(In billions of dollars) 


Laws and regulations in effect as of— 
January 1, July 10, August 15, 
1989 1989 1989 
1,074.3 1,074.3 
1,201.5 1,202.4 
a) 


The estimates assume that current law for revenues and spending authority (including most 
entitlements) will continue unchanged, and that expiring provisions of law providing revenues and 
spending authority will terminate as scheduled, except as provided in the G-R-H Act.” Because no 
1990 appropriations bills have been enacted, baseline estimates for discretionary spending accounts 
are based on the 1989 appropriations adjusted for inflation and pay costs. The baseline estimates 
also include the receipts and outlays of the off-budget social security trust funds, although social 
security benefits themselves are exempt from sequestration. 


OMB’s estimate of the baseline deficit is further affected by a technical spendout requirement 
specified in the G-R-H Act. The Act requires that in developing the G-R-H baseline the Director of 
OMB shall assume that the aggregate spendout rate (the ratio of new outlays to new budgetary 
resources) from sequesterable discretionary resources for defense programs not differ by more than 
one-half percentage point from the comparable rate contained in the sequester report submitted for 
the previous fiscal year. The Act applies the same requirement to nondefense programs. The estimates 
for nondefense programs meet this requirement. To meet the requirement for defense programs, 
however, a $4.1 billion downward adjustment of the estimated outlays from new budgetary resources 
is needed in order to bring the aggregate spendout rate within one-half a percentage point of the 
benchmark rate. 


1 The G-R-H Act allows for continuation of expiring programs jn the following cases: excise taxes dedicated to a trust fund 
(but not spending authority in that trust fund); Commodity Credit Corporation price support programs; contract authority for 
transportation trust funds; and authority to provide insurance through the Federal Housing Administration fund. 
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Estimates of the G-R-H baseline using current economic and technical assumptions but assuming 
laws and regulations in effect on January 1, 1989, produce a fiscal year 1990 deficit of $127.1 billion. 
Table 2 shows the impact on this estimated deficit of legislation enacted and final regulations promul- 
gated since January. In total, these policy changes have decreased the baseline deficit by $10.9 billion. 

The. Dire Emergency Supplemental Appropriations Act of 1989 (Public Law 101-45) increased 
the 1990 baseline deficit by $0.9 billion. Other enacted legislation and final regulations decreased the 
baseline deficit by less than $50 million as of the Mid-Session Review. The Disaster Assistance Act 
of 1989 (Public Law 101-82) increased the baseline deficit by $0.9 billion. Other changes, including 
a final regulation for the veterans housing loan guarantee program, have decreased the baseline 
deficit by less than $50 million. Since the Mid-Session Review, the change in the estimated deficit is 
primarily the result of the enactment of the Financial Institutions Reform, Recovery, and Enforcement 
Act of 1989 (Public Law 101-73), which reduced the 1990 baseline deficit by $12.8 billion. 


Table 2.—G-R-H Baseline Deficits for 1990— 
Based on Laws in Effect in January, July, and August 
(In billions of dollars) 


January Baseline Deficit 
Legislation enacted between January 1st and July 10th: 
Supplemental Appropriations Act, 1989 (Public Law 101-45) 
Other (net, including debt service) 


Subtotal, legislation enacted January 1st-July 10th 
July (Mid-Session Review) Baseline Deficit 


Legislation enacted. between July 10th and August 15th: 
Financial Institutions Reform, Recovery, and Enforcement Act, 1989 
(Public Law 101-73): 
Federal Savings and Loan Insurance Corporation 
Federal Deposit Insurance Corporation 
Revenue changes 
Net interest 


Subtotal, FIRREA 
Disaster Assistance Act, 1989 (Public Law 101-82) 
Other (net, including debt service) 
Subtotal, legislationenacted July 10th-August 15th 
August Baseline Deficit 
MEMORANDUM 


Net Deficit Reduction Achieved January 1st-August 15th 


*$50 million or less. 
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Il. THE RISK OF SEQUESTER 


The Prospect for Sequester 

The gap between the baseline deficit of $116.2 billion and the sequester trigger of $110 billion 
may seem relatively small. In fact, however, the problem of avoiding sequester is greater than the 
$6.2 billion difference would suggest. . 

One reason is that enactment of the 11 nondefense appropriations bills, assuming they comply 
with the terms of the Bipartisan Budget Agreement (BBA), would result in a level of outlays $1.6 
billion above the G-R-H baseline. Some of the bills also threaten to exceed the BBA limits. These 
threats include classifying discretionary expenditures (such as non-emergency firefighting costs) as 
mandatory expenditures. Based on OMB’s assessment, the nondefense appropriations bills currently 
being considered by Congress would add another $1.0 billion to the G-R-H baseline. 

Enactment of the defense program at the Bipartisan Budget Agreement level would result in 
outlays of about $1.3 billion more than assumed in the G-R-H baseline. Also, if Congress should 
reverse the decision of the Secretary of Defense to move the first pay date in fiscal year 1990, which 
falls on a weekend, to September 29th, the deficit would increase by an additional $2.9 billion. This 
would mean an increase of $4.2 billion above the G-R-H baseline deficit. 

In total, therefore, enactment of the 13 appropriation bills could increase the G-R-H baseline 
deficit to $123.0 billion, $13.0 billion above the level that would require a sequester. - 

As Congress considers reconciliation and other legislation to implement the BBA, it should be 
aware that the magnitude of deficit reduction needed to avoid a sequester will not be $6 billion, but 
could be a figure in excess of $13 billion. The total amount of savings to be gained from current 
reconciliation instructions—if fully complied with—would be only about $14 billion. Clearly, the margin 
for error is very small—and the margin available for additional spending is nil. 


The Consequences of Sequester 
If a $16.2 billion sequester proves necessary, program reductions would be in amounts as noted 
in the Appendix. An illustrative sample of associated program effects is as follows: 

¢ Defense Department—A sequester would reduce Defense budget authority to a level $4.4 billion 
less than the amount appropriated in 1989. This reduced level would be 4.4 percent below the 
1989 total adjusted for inflation and even below the inflation-adjusted 1983 level. Active duty 
military personnel could be reduced by about 160,000, roughly equivalent to the combined 
manpower strength of an Army division, 25 ships, and 2 Air Force wings. Defense operations 
and maintenance accounts would also be severely affected. Operation and training rates would 
be cut, leading to a degradation of force readiness. Modernization programs would be delayed, 
and production costs would increase. There would also be a significant reduction in contractor 
employment. If a sequester were to occur in October, the President could submit an alternative 
plan that would propose protecting certain high-priority programs, including military personnel. 
If, however, such an alternative plan were accepted by Congress, it would lead to even deeper 
reductions in the remaining defense programs. 
Drug Enforcement Administration (DEA)—A sequester would reduce DEA’s budget authority 
below the 1989 enacted level, and could undermine its ability to wage an aggressive war on 
drugs. An immediate personnel freeze of DEA agents and staff could be required. In addition, 
DEA could be forced to make 10 percent across-the-board cuts in drug enforcement programs, 
such as domestic marijuana eradication and State and local task force programs. Otherwise, 
to avoid cutting these drug enforcement programs, DEA could defer purchases and installation 
of radio equipment that permits secure communications between DEA agents, and reduce 
personnel transfers, thus hindering the improvement of DEA’s operational capability. 
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¢ HIV/AIDS—A sequester would significantly hamper the Public Health Service’s efforts to prevent 
HIV transmission and conduct research into therapies and vaccines. The Administration has 
requested a 24 percent increase in these activities; if funds were instead cut by more than 5 
percent through a sequester, fewer promising therapies could be tested, fewer education and 
prevention programs could be supported, and fewer research initiatives to develop cures and 
therapies could be pursued. 
Federal Aviation Administration (FAA)—The impact of a sequester on FAA operations could 
include a furlough of up to three days per month of all FAA staff, including air traffic control 
and maintenance personnel. Other possibilities include delaying certain training initiatives, 
delaying routine maintenance of navigational and other equipment, and reducing the purchase 
of spare parts. For FAA capital programs, the cut could force FAA to restructure the National 
Airspace System Plan by foregoing certain contract options and renegotiating major contracts. 
Internai Revenue Service (IRS)—A sequester would reduce 1990 funding for the IRS below the 
1989 enacted level of $5.2 billion. This cut could require the IRS to forego all its 1990 initiatives, 
including the $0.5 billion revenue initiative specified in the Bipartisan Budget Agreement. It 
could also force the IRS to lose approximately 4,700 current staff, resulting in additional revenue 
losses and up to 10 million fewer taxpayer assistance telephone calls answered. Even if the 
IRS were to curtail contracts substantially, many of which are in the data processing areas, 
1990 initiatives would have to be deferred, and there would still be some reduction in current 
staffing and revenue losses. 
Education Department—Budget authority for Pell grants for needy college students would be 
reduced to $4.4 billion under a sequester. This amount is $246 million less than the G-R-H 
baseline, but more than $1 billion below what the Department estimates is necessary to fund 
fully the Pell grant program under current law with the current maximum grant level. A 
sequester would eliminate grants to about 1.0 million students and reduce awards to another 
523,000. , 
Environmental Protection Agency (EPA)—Several new EPA programs to address emerging 
issues such as pollution prevention and radon reduction could be delayed or cancelled under a 
sequester, and the implementation of new ocean dumping and medical waste legislation could 
be delayed. In addition, EPA’s compliance and enforcement activities may be hampered. 
National Institutes of Health (NIH)—A sequester would impair the Federal Government's 
substantial commitment to pursuing new scientific opportunities and searching for new cures 
and therapies. A sequester could reduce by over 1,000 the number of NIH-supported research 
grants and cut by over 500 the number of scientists receiving research training. 
Coast Guard—A sequester could require the Coast Guard to ground aircraft used for critical 
drug interdiction activities, tie up vessels used for fisheries patrols, and curtail its capability 
to detect and respond to oil spills. In addition, there could be significant reductions in Coast 
Guard personnel or closings of essential Coast Guard facilities. Other possibilities include 
deferring training of Coast Guard personnel, delaying routine maintenance of Coast Guard 
shore facilities and vessels, and-reducing the purchase of supplies and spare parts. 


BEST COPY AVAILABLE 
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III. ECONOMIC ASSUMPTIONS 


The principal economic assumptions underlying the G-R-H baseline estimates for 1990 are shown 
in Table 3. The Act also requires the OMB Director to estimate the rate of real GNP growth for the 
last two quarters of fiscal year 1989 and for each quarter of fiscal year 1990. These estimates are 
shown in Table 4. As required by law, all these economic assumptions are the same as those used by 
OMB for its Mid-Session Review of the Budget. ; 


Table 3.—Economic Assumptions 
(Fiscal year 1990) 


Gross National Product: « 
Current dollars (in billions of dollars) 
Percent change, year over year 
Constant dollars (in billions of 1982 dollars) 
Percent change, year over year 


GNP Implicit Price Deflator (percent change, year over year) ' 
CPI-W (percent change, year over year) 
Civilian Unemployment Rate (percent, fiscal year average) 


Interest Rates (fiscal year average): 
91-day Treasury bills 
10-year Treasury notes 


‘As required under the Act, the discretionary program inflation adjustment and 
pay raise costs are estimated using the increase in the GNP deflator (3.6 percent) 
from the economic assumptions presented in January. All other estimates in this . 
report, however, use the economic assumptions presented in the Mid-Session Review 
of the Budget and shown in this table. 


Table 4.—Real Economic Growth Rates by Quarter 
(In percent, annual rates) 


Actual | Estimate | Estimates 
Apr.—June | July—Sept. | Oct-Dec. | Jan.—Mar. | Apr.—June | July—Sept. 
1989 2 1989 1989 1990 1990 
i a ee ee 


' As reported by the Department of Commerce (June 22, 1989) and published in 
the Mid-Session Review of the Budget. Subsequently, the Department of Commerce 
revised the “actual” for January-March 1989 to 3.7 percent. Pursuant to the Act, OMB 
may not update the Mid-Session figure for purposes of estimating the G-R-H baseline. 

?On July 27, 1989, the Department of Commerce reported an advance “actual” 
for April-June 1989 of 1.7 percent. 
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-IV. COMPOSITION OF G-R-H BASELINE OUTLAYS AND RESOURCES 
SUBJECT TO SEQUESTER 


For defense and nondefense programs combined, an estimated $765.5 billion in outlays, or 64 
percent of total outlays, are associated with budgetary resources exempt from sequestration. The 
burden of sequestration falls on programs that comprise the remaining 36 percent of budget outlays. 
Of these outlays, defense programs account for 44 percent, special rule nondefense programs account 
for 29 percent, and other nondefense programs account for 26 percent. 


Table 5 provides further detail on the G-R-H baseline outlay estimates for 1990. An estimated 
$187.6 billion of 1990 outlays for defense programs, or 65 percent of total defense outlays, are associated 
with budgetary resources subject to an across-the-board percentage reduction. 


An estimated $237.9 billion of outlays for nondefense programs, or 26 percent of total nondefense 
outlays, are associated with sequesterable budgetary resources. About $125.3 billion of these outlays, 
or 14 percent of total nondefense outlays, are for programs with automatic spending increases and 
for certain special rule programs, the largest of which is medicare. The Act limits the extent of 
spending reductions for these programs. Of the total estimated 1990 nondefense outlays of $900.3 
billion, an estimated $112.6 billion—about 13 percent of nondefense outlays—are associated with 
budgetary resources subject to an across-the-board percentage reduction.” An estimated $662.4 billion 
of nondefense outlays, or 74 percent of total nondefense outlays, are exempt from sequestration. 


A sequester does not reduce outlays directly; rather, it permanently cancels budget authority and 
other authority to obligate and expend funds (except that special rules apply to amounts sequestered 
in special and trust funds). For defense programs, sequesterable budgetary resources consist of new 
budget authority provided for 1990 and unobligated balances of budget authority provided in previous 
years. For nondefense programs, the sequesterable budgetary resources are new budget authority; 
new direct loan obligations, commitments, or limitations; new guaranteed loan commitments or 
limitations; obligation limitations; and spending authority as defined in Section 401(c)(2) of the 
Congressional Budget Act of 1974. This definition of spending authority includes various mandatory 
and permanent appropriations, as well as Federal payments financed by offsetting collections that 
are credited to budget accounts. 

The Act exempts a number of programs and activities of the Federal Government from the 
sequestration process. As shown in Table 5, the largest are social security benefits, net interest, certain 
low-income programs, most Federal retirement and disability benefits, veterans compensation and 
pensions, and regular State unemployment insurance benefits. Also exempt from sequestration are 
prior legal obligations of the Government in certain specified budget accounts. Outlays from obligated 
or unobligated balances of prior-year appropriations for nondefense programs are generally not subject 
to sequestration. 

Federal administrative expenses for most otherwise exempt programs and activities, however, 
are sequesterable, including programs that are self-supporting. Although budgetary resources available 
for Federal pay are subject to sequestration, the Act provides that rates of pay for civilian employees 
(and rates of basic pay, basic subsistence allowances, and basic quarter allowances for members of 
the uniformed services), or any scheduled pay increases, may not be reduced pursuant to a sequestration 
order. 

Certain programs and activities, while not exempt, are subject to special rules that have the 
effect of limiting the amount of the spending reduction. For example, the sequestration reduction for 
medicare, veterans medical care, and certain health programs (but not for the administrative expenses 


2 The estimated $112.6 billion nondefense total subject to across-the-board reduction shown in Table 5 excludes $6.3 billion 
of 1991 outlays for Commodity Credit Corporation (CCC) that would also be subject to a 1990 sequester. 
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of these programs) is limited to two percent annually. In addition, the total amount of the automatic 
spending increases in three programs specified in the Act is sequesterable, but the program bases 
are exempt. Although the Federal share of extended unemployment benefits is sequesterable, if States 
act to increase their share by the amount of the reduction in the Federal share, total budget outlays, 
which include both the Federal and State shares, will not be changed by the sequestration. 


For credit programs, the measures governing sequesterable budgetary resources are direct loan 
obligations and guaranteed loan commitments. In the event of a sequester, the Act requires that credit 
limitations enacted in annual appropriations acts be reduced, and that de facto limitations be imposed 
on both types of new credit activity where there is no enacted limitation. 


Table 5.—Composition of G-R-H Baseline Outlay Estimates for 1990 


(Dollar amounts in billions) 


Defense programs: ' 
Subject to across-the-board reduction 
Exempt from sequestration # 


Subtotal, defense programs 


Nondefense programs: 
Subject to sequestration: 
Certain programs with automatic spending increases * 
Certain special rule programs ‘ 
Subject to across-the-board reductions ° 


Subtotal, subject to sequestration 


Exempt from sequestration: 
Social security 
Federal retirement, disability, and workers compensation 
Earned income tax credit 
Low-income programs ° 
Veterans compensation and pensions 
State unemployment benefits 
Offsetting receipts and collections 
Net interest 


‘ Function 050, excluding Federal Emergency Management Agency (FEMA) programs. 

2 Largely outlays from obligated balances. 

3 National Wool Act, special milk,.and vocational rehabilitation programs. 

* Guaranteed student loans, foster care and adoption assistance, medicare, veterans medical care, 
and other health programs. 

5 Excludes $6.3 billion in estimated 1991 outlays for CCC that would be subject to a 1990 sequester. 

® Family. support payments, child nutrition, medicaid, food stamps, SSI, and WIC. 

7 Outlays from prior-year appropriations, certain prior legal obligations, and other exempt programs. 
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V. SEQUESTRATION CALCULATIONS 


This report indicates that, under current law, an outlay reduction of $16.2 billion, the difference 
between the current baseline deficit and the target of $100 billion, is required. The reductions are 
determined using the following steps, as shown in Table 6. 

First, one-half of the required deficit reduction, $8.1 billion, is assigned to defense programs 
(budget accounts in the national defense function, 050, excluding the Federal Emergency Management 
Agency) and the other half to nondefense programs. 

Second, the savings from eliminating automatic spending increases in three specific programs, 
which are listed in Table 7, are applied to the required reduction in outlays for nondefense programs. 
The amount of savings from eliminating these adjustments in 1990 is $48 million. 

Third, the amount of outlay savings to be obtained from programs subject to other special 
sequestration rules, also listed in Table 7, is then calculated. The estimated savings from these special 
rule programs, $1.8 billion for 1990, are applied toward the required spending reductions in nondefense 
programs. 


Table 6.—Sequestration Calculations for 1990 
(Dollar amounts in billions) 


Estimate 


Required deficit reduction 


Defense programs: ' 
Total required outlay reductions 
Estimated outlays associated with across-the-board sequesterable budgetary 


Nondefense programs: 
Total required outlay reductions 
Estimated savings from automatic spending increases 
Estimated. savings from the application of special rules 
Amount remaining to be obtained from uniform percentage reductions of budgetary 


Estimated outlays associated with. across-the-board sequesterable budgetary 
resources * 


* $50 million or less. 
' Function 050, excluding FEMA programs. 
2 Includes $6.3 billion in estimated 1991 outlays for the CCC and $3.5 billion in outlays from offsetting 


collections that are subject to a 1990 sequester. 


The reductions in defense programs and remaining reductions in nondefense programs are applied 
to budgetary resources on a uniform percentage basis, computed separately for each category. The 
uniform reduction percentages are computed from outlay estimates. The remaining outlay savings to 
be achieved separately in defense and nondefense spending are divided by the estimated outlays 
associated with sequesterable budgetary resources in each category. The two resulting uniform reduc- 
tion percentages for defense and nondefense are then applied separately. to all of the remaining 
sequesterable budgetary resources (budget authority, credit authority, and other spending authority) 
in each category. 

Under current estimates, the uniform percentage reduction is 5.3 percent for nondefense programs. 
For defense programs, the uniform percentage reduction is 4.3 percent. The Act specifies special 
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calculations to achieve the uniform percentage reduction for child support enforcement (CSE). The 
Federal matching rate on most CSE expenditures would be reduced from 66.0 percent to 63.5 percent, 
and the rate for computer-related expenditures and genetic testing would be reduced from 90.0 percent 
to 84.0 percent. Nondefense savings from the across-the-board reductions also include $0.3 billion in 
1991 outlay savings from the Commodity Credit Corporation (CCC). Under the Act, CCC outlay 
reductions in 1991 resulting from contract adjustments made in 1990 following a sequester are to be 
credited to the overall outlay reduction required in 1990. 


Table 7.—Programs Subject to Special Sequestration Rules 
(Outlay amounts in millions of dollars) 


Required | Scheduled 
Outlay Increase 
Reductions | (percent) 


Programs with Automatic Spending Increases Subject to Sequestration: 
National Wool Act ' 
Special milk program ? 
Vocational rehabilitation * 


Other Programs Subject to Special Sequestration Rules: 
Guaranteed student loans 
Foster care and adoption assistance 
Health programs with sequester limited to 2 percent: 
Medicare 


‘ Payment increases are based on changes in the wool parity price. No automatic increase is 
projected for 1990. 

?Benefits are indexed to the Producer Price Index for Fresh Processed Milk. 

% The automatic spending increase for this program, as specified in the program's authorizing 
legislation, results in a 4.2 percent increase in funding for the State grant portion of the program. 
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be sae 8.—G-R-H Pre- and Post-Sequester Baseline Estimates for 1990 by Function 
ae billions of dollars) 


| Baseline | | Post-Sequester’ Sequester Estimate 


Function 
Budget Budget 


Natural resources and environment... 

Agriculture 2 

Commerce and housing credit 

Transportation 

Community and regional development 

Education, training, employment, and social services 


Income security... 

Social security 

Veterans benefits and services 
Administration of justice 
General government 

Net Interest ® 

Allowances 


‘ Defense estimates include the impact of the aggregate spendout rate adjustment required by the Act. 
2 Estimates exclude $6.3 billion of 1991 CCC budget authority and outlays that would be subject to a sequester of $0.3 billion in 


1990. 
° Estimates reflect the $0.8 billion debt service reduction that results from the sequester. 
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Table 9.—G-R-H Pre- and Post-Sequester Baseline Estimates for 1990 by Agency 
oe billions of dollars) 


| Baseline | Sequester Estimate 
Budget Budget Budget 


Legislative Branch 

The Judiciary 

Executive Office of the President 
Funds Appropriated to the President ... 
Agriculture ' 

Commerce 

Defense—Military * 

Defense—Civil 

Education 


Health and Human Services, except Social Security . 
Health and Human Services, Social Security 
Housing and Urban Development 

Interior 


Transportation... 

Treasury * 

Veterans Affairs 

Environmental Protection Agency... 

General Services Administration 

National Aeronautics and Space Administration 
Office of Personnel Management 

Small Business Administration 

Other independent agencies 


* $50 million or less. 
‘ Estimates exclude $6.3 billion of 1991 CCC budget authority and outlays that would be subject to a sequester of $0.3 billion in 


1990. 
2 Defense estimates include the impact of the aggregate spendout rate adjustment required by the Act. 


3 Estimates reflect the $0.8 billion debt service reduction that results from the sequester. 





Federal Register / Vol. 54, No. 165 / Monday, August 28, 1989 / Notices 


VI. COMPARISONS WITH CONGRESSIONAL BUDGET OFFICE 
ESTIMATES 


CBO is issuing its initial sequester report on August 21st. As shown in Table 10, CBO estimates 
that the baseline deficit for 1990 is $141.5 billion, $25.4 billion above the OMB estimate of $116.2 
billion. Under CBO assumptions, a sequester of $41.5 billion would be triggered if no further policy 
changes were made, while OMB estimates that a sequester of $16.2 billion would be required. This 
section provides the comparisons between OMB and CBO estimates that are required by the G-R-H 


Act. 


Table 10.—Differences Between OMB and CBO 
G-R-H Baselines 
(In billions of dollars) 


Receipts 
OMB baseline 
Differences: 


Economic assumptions: 
Level of GNP and incomes 


Nondefense ... 
Cost-of-living adjustments 
Debt service 


Federal Savings and Loan Insurance Corporation ... 
Defense: 


ain 
NIN 


G-R-H requirements: 
Defense spend-out adjustment 
Subtotal, G-R-H requirements 
Total differences 
CBO baseline 


Different economic assumptions account for $14.3 billion of the difference between OMB and CBO 
baseline deficit estimates. CBO forecasts slower real growth and higher interest and inflation rates 
than OMB. As a result, CBO estimates lower incomes and thus lower receipts ($9.4 billion), higher 
interest costs, and higher inflation adjustments for outlays. Technical estimating differences account 


13 
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for an additional $6.8 billion difference in the baseline deficit estimates, as discussed below. In addition, 
the adjustment for the aggregate defense spendout rate (discussed in the section on G-R-H baseline 
totals), which is required by law to be included in OMB baseline estimates, does not affect the CBO 
baseline; if OMB were not required to make this adjustment, the difference between OMB and CBO 
would narrow by $4.3 billion. 

Technical differences include $5.7 billion higher baseline receipts under CBO assumptions, due 
to higher assumed levels of capital gains realizations that more than offset other technical differences, 
and $12.5 billion higher baseline outlays, of which $11.5 billion is attributable to outlays for savings 
and loans pursuant to the Financial Institutions Reform, Recovery, and Enforcement Act. Specifically, 
this $11.5 billion outlay difference results from: (1) a CBO assumption that $5 billion of the $20 billion 
that the Administration expects to. spend on insolvent savings and loan case resolution and on the 
replacement of high-rate deposits before the end of 1989 will slip into 1990, adding to 1990 outlays; 
(2) a CBO assumption that borrowing by the Resolution Funding Corporation (REFCORP) will not 
provide enough funds to deal with all case resolutions in 1990 and that, therefore, $7.5 billion of 
Resolution Trust Corporation promissory notes will be issued in 1990; and (3) other estimating 
differences (-$1.0 billion) relating to new asset liquidation proceeds, premium income required for 
guaranteeing REFCORP bond principal, and other technical assumptions. 

For national defense, CBO estimates $4.5 billion more in outlays than OMB primarily because 
CBO assumes a faster spendout of new budgetary resources and the transfer of budget authority to 
faster-spending accounts. Both OMB and CBO assume the final pay date for 1989 will occur before 
the end of that fiscal year, rather than in 1990, as was assumed in January. The CBO estimate of 
nondefense pay is $1.0 billion higher than the OMB estimate, because OMB assumes that the January 
1989 pay raise for Federal civilian employees was fully funded in 1989 appropriation bills, while CBO 
does not. This difference, and the differences between OMB and CBO estimates shown in Table 10 
for defense transfers ($0.9 billion).and discretionary program eatahion ($1.9 billion), will disappear 
once appropriations are enacted. 

CBO estimates farm price support costs for 1990 to be $2.5 billion lower than OMB. This difference 
is due in part because of an assumption of no growth in Commodity Credit Corporation contingency 
funds, and in part because the CBO estimate takes into account a July crop report that was not 
available to be incorporated into the OMB estimates when they were originally prepared for the July 
18th Mid-Session Review. 

CBO’s estimate of medicaid outlays is $0.9 billion lower than OMB’s, primarily due to differences 
in estimating methodologies and assumptions about the number of eligible beneficiaries, utilization 
of medical services, and price factors. The CBO estimate of Federal Housing Administration outlays 
is $0.8 billion lower than the OMB estimate, due to differences in assumptions about program activity, 
such as the payment of mortgage-insurance claims. For net interest, there is an estimating difference 
between OMB and CBO regarding the maturity mix and seasonal distribution of Treasury borrowing. 
As a result, CBO’s estimate of net interest is $0.8 billion below the OMB estimate. 

The Act requires three comparisons of differences between OMB and CBO estimates. Table 11 
shows, by type of sequesterable resource for defense and nondefense programs, the amount of budgetary 
resources that would be sequestered using the OMB estimate of the required outlay reductions and 
CBO’s estimating methodology. Table 12 identifies differences between OMB and CBO estimates of 
the aggregate amount of resources to be sequestered by type of resource for defense and nondefense 
programs. Table 13 identifies differences for accounts where OMB and CBO estimates of sequesterable 
resources differ by $5 million or more. Explanations of these differences are presented in the footnotes, 
which appear at the end of the table. 
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Table 11.—Budgetary Resource Reductions Using CBO 
Assumptions 
(In billions of dollars) 


Sequester 


Amount 


Defense programs: ' 
Budget authority 
Unobligated balances 
Nondefense programs: 
Budget authority 
Budget authority—special rules 
401C authority 
401C authority—use of offsetting collections .... 
401C authority—special rules 
Other 401C authority (including obligation limitations)... 
Obligation limitation 
Direct loan limitation 
Direct loan floor 
Loan guarantee limitation 
Guaranteed loan floor 


*@ 
NO 


SP--SR ek 
ow -H WO sy - © 


— 


MEMORANDUM: Aggregate Outlay Reductions Required—$16.2 billion 


Source: Congressional Budget Office. 
‘ Function 050, excluding FEMA programs. 
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Table 12.—Differences Between OMB and CBO Sequesterable Resources 
by Resource Type 


(In millions of dollars) 


DEFENSE: 
Budget authority subject to across-the-board reductions: 
CBO estimate 
Difference: 
Operation and maintenance 
Military personnel 
Research, development, test, and evaluation 


Unobligated balances—defense: 
CBO estimate 
Difference: 
Atomic energy defense activities 


OMB estimate 


NONDEFENSE: 
Budget authority subject to across-the-board reductions: 
CBO estimate 
Difference: 

Uranium supply and enrichment activities 
Conservation reserve program 
Departmental administration, Department of Energy 
Payments to states for AFDC work programs 
National forest system 
Subsidized housing programs (housing assistance) ... 
Reimbursement to the rural electrification and telephone revolving fund 
Veterans medical care 


Total; difference 
OMB estimate 


Budget authority—automatic spending increases: 
CBO and OMB estimate 


Budget authority—special rules: 
CBO estimate 
Difference 


OMB estimate 


401(c) authority: 
CBO estimate 
Difference 


OMB estimate 


401(c) authority—offsetting collections: 
CBO estimate 
Difference: 
Uranium supply and enrichment activities 
Departmental administration, Department of Energy 


Total, difference 


OMB estimate 
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Table 12.—Differences Between OMB and CBO Sequesterable 
Resources by Resource Type—Continued 


(In millions of dollars) 


401(c) authority—special rules: ' 
CBO estimate 
Difference: 
Federal supplementary medical insurance trust fund 


‘Total, difference 
OMB estimate 


Obligation limitation: 
CBO estimate 
Difference: 
Federal hospital insurance trust fund 
Federal old-age and survivors insurance trust fund 
Federal-aid highways 


Total, difference 


OMB estimate 


Direct loan limitation: 
CBO estimate 
Difference: 
Commodity Credit Corporation fund 
Disaster loan fund 


Total, difference 


OMB estimate 20,847 


Direct loan floor: 
CBO and OMB estimate 2,053 


Guaranteed loan limitation: , 
CBO estimate 276,781 
Difference: 
Guarantees of mortgage-backed securities —5,942 
Federal Housing Administration fund -768 
Agricultural credit insurance fund -596 
Rural development insurance fund ae -210 


Export-Import Bank. -82 
-37 


Total, difference 


OMB estimate 


' CBO calls this resource group “Obligation limitation—special rules. 
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Table 13.—Detalied List of Seqesterable Resources for Which OMB and CBO Estimates Differ by More than $5 Million 
(In thousands of dollars) 


Account Title Resource OMB Base CBOBase Difference Explanation 


Legislative Branch 
Senate 
Salaries, officers and employees (01-05-01 10-801—A) 
House of Representatives 
Salaries and expenses (01-10-0400-801-A) 
Government Printing Office 


Government Printing Office revolving fund (01-30-4505-863-A) 401(C) Authority—Off. Coll 0 66,093 66,093 
Obligation limitation 38,383 0 -38,383 


359,322 371,217 11,895 


527,732 545,291 17,559 


General Accounting Office 
Salaries and expenses (01-35-0107-801-—A) 
The Judiciary 
Courts of Appeals, District Courts and other Svcs 
Salaries and expenses (02-25-0920-752-A) 
Funds Appropriated to the President 
International Security Assistance 
Economic support fund (04—09-1037-152-A) Budget Authority 3,396,526 3,401,874 5,348 
Foreign military sales credit (04-09-1082-152-—A) Budget Authority 4,426,569 4,460,751 34,182 
Multilateral Assistance 
Contribution to the International Development Association (04-12- 
0073-151-A) 
Agency for International Development 
Operating expenses, Agency for International Development (04-14— 
1000-151-A) 
Functional development assistance program (04-14—1021-151-A) 
Military Sales Programs 
FMS interest buydown (04-37-8882-152-A) 
Special Assistance for Central America 
Central American reconciliation assistance (04-—55—1038—152-A) 
Department of Agriculture 
Agricultural Research Service 
Agricultural Research Service (05-18-1400-352-A) 
Foreign Assistance Programs 


Expenses, PL 480, foreign assistance programs, Agriculture (05-57— 
2274-151—A) Budget Authority 996,049 
Obligation limitation . 1,535,248 1,547,104 
Direct Loan Limitation 819,372 825,700 


362,354 373,519 11,165 


1,128,157 


1,030,820 1,038,780 7,960 


435,064 446,750 
1,256,845 1,266,249 


270,000 | 


54,492 


600,971 


Agricultural Stabilization & Conservation Service 
Conservation reserve program (05-60-3319-302-A) 
Commodity Credit Corporation 


Commodity Credit Corporation Fund (05-66—4336-351-A) 401(C) Authority 6,455,574 6,538,000 
401(C) Authority .. 6,306,876 6,274,000 
Direct Loan Limitation...... ... 10,000,000 10,251,000 
Guaranteed Loan Limitation... .. 5,698,000 5,742,000 


1,602,604 


Rural Electrification Administration 


Reimbursement to the Rural elec. & tel. revolv. fund for int. (05-72- 
3101-271-A) Budget Authority 356,004 


Rural electrification and telephone revolving fund (05-72-4230-271- 
) Direct Loan Limitation 3,485,193 3,492,796 


Farmers Home Administration 
Salaries and expenses (05-75-2001—452-A) Budget Authority 446,539 


Agricultural Credit Insurance Fund (05-75-4140-351-A) Direct Loan Limitation .. 1,625,070 1,637,619 
Guaranteed Loan Limitation 2,875,418 3,471,414 


Rural Housing Insurance Fund (Appr.) (05-75-4141-371-A) Budget Authority 224,359 286,600 
401(C) Authority—Off. Coll.. e 23,828 17,000 
Direct Loan Limitation 1,911,410 1,926,170 


Rural Development Insurance Fund (Appr.) (05-75-4155-452-A) Guaranteed Loan Limitation 99,145 308,711 
Rural development loan fund (05-75-4233-452-A) Budget Authority 12,970 0 
Soil Conservation Service 
Conservation operations (05-78-1000-302-A) 
Animal and Plant Health Inspection Service 
Salaries and expenses (05-79-1600-352-A) 


501,048 
353,167 
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Table 13.—Detalled List of Seqesterable Resources for Which OMB and CBO Estimates Differ by More than $5 Milllon—Continued 
(In thousands of dollars) 


Account Title Resource OMB Base CBOBase Difference Explanation 


Agricultural Marketing Service 
Funds for strengthening markets, income, and supply (section 3 (05- 
) 


401(C) Authority -16,200 


Food Safety and Inspection Service 
Salaries and expenses (05-83-3700-554—A) Budget Authority 13,034 
Forest Service 
National forest system (05-96-1106-302-A) 193,994 
Transfer of certain national forest fund receipts (05-96-5220-302-A) .... Budget Authority . 104,681 
Forest Service permanent appropriations (05-96~9921-806—A) 401(C) Authority . ; 382,916 -75,486 
Forest Service permanent appropriations (05-96-9922-302-A) .............. Budget Authority . ad 0 21,129 
Department of Commerce 
Bureau of the Census 
Periodic censuses and programs (06-07-0450-376—A) 
National Oceanic and Atmospheric Administration 
Operations, research, and facilities (06—48—1450-306—A) 1,336,622 
Department of Defense—Military 
Military Personnel 
Military personnel, Marine Corps (07-05-1105-051-A) Budget Authority 5,812,518 72,980 
Reserve personnel, Marine Corps (07-05—1108-051-A) . .. Budget Authority .. ee 317,761 312,670 -5,091 
Reserve personnel, Navy (07-05—1405-051-A) .. Budget Authority .. ... 1,602,458 1,575,460 -26,998 
Military personnel, Navy (07~-05—1453-051—A) Budget Authority 19,082,524 19,394,887 312,363 
Military personnel, Army (07-05~2010-051-A) Budget Authority 24,622,436 24,962,507 340,071 
National Guard personnel, Army (07-05-2060-051—A) Budget Authority 3,321,918 3,264,156 -57,762 
Reserve personnel, Army (07-05-2070-051-A) Budget Authority 2,228,898 2,190,921 -37,977 
Military personnel, Air Force (07—05-3500-051-A) ..............ecesseeseseeeeees »- Budget Authority 20,187,312 20,595,184 407,872 
Reserve personnel, Air Force (07-05-3700-051-A) Budget Authority : 649,564 -10,510 
National Guard personnel, Air Force (07-05-3850-051-A) Budget Authority 1,016,445 -19,115 
7 Operation and Maintenance 

Operation and maintenance, Defense agencies (07-10-0100-051-A).... Budget Authority 8,054,745 120,406 
Operation and maintenance, Marine Corps (07-10—1 106-051-A) Budget Authority 1,886,878 1,902,709 15,831 
Operation and maintenance, Navy (07—10-1804—051-A) Budget Authority 25,886,909 26,360,916 474,007 
Operation and maintenance, Navy Reserve (07—10—1806-—051-—A) Budget Authority 1,014,277 1,022,076 7,799 
Operation and maintenance, Army (07—10-2020-051-—A) Budget Authority 23,199,905 23,348,989 149,084 


Operation and maintenance, Army National Guard (07-10-2065-051- 
Budget Authority 1,873,342 1,883,488 10,146 


A) 
Operation and maintenance, Army Reserve (07—10-2080-051-A).......... Budget Authority ... 827,031 832,120 5,089 
22,931,335 210,886 


Operation and maintenance, Air Force (07-10-3400-051—A) Budget Authority ... .. 22,720,449 
Operation and maintenance, Air Force Reserve (07-10-3740-051-A) ... Budget Authority ... .. 1,075,435 1,081,486 6,051 
Operation and maintenance, Air National Guard (07—10-3840-051-A) ... Budget Authority ... see 2,050,310 2,061,112 10,802 
Procurement 

Procurement, Defense agencies (07-15-0300-051—A) Budget Authority ... .. 1,253,767 1,233,541 -20,226 
National Guard and Reserve Equipment (07-15-0350-051-A) .... Budget Authority ... .. 1,179,798 1,188,908 9,110 
Procurement, Marine Corps (07—15—1109-051—A) Budget Authority 1,343,526 1,348,681 5,155 
Aircraft procurement, Navy (07—15-1506-051-A) .... Budget Authority 9,738,094 9,723,508 —-14,586 
Weapons procurement, Navy (07-15-1507-051-—A) Budget Authority 6,364,117 6,358,973 5,144 
Shipbuilding and conversion, Navy (07-15-1611-051-—A) Budget Authority 9,922,238 9,951,878 29,640 
Other procurement, Navy (07—15-1810-051—A) ... Budget Authority .. 5,020,224 4,828,908 -191,316 
Aircraft procurement, Army (07-15-2031-051-A) .... ... Budget Authority .... .. . 2,986,568 2,998,147 11,579 
Missile procurement, Army (07—15-2032-051—A) Budget Authority 2,695,680 2,706,056 10,376 
Procurement of weapons and tracked combat vehicles, Army (07—15- 

Budget Authority 2,932,246 2,944,449 12,203 


Procurement of ammunition, Army (07—15-2034—-051-A) ... Budget Authority .... . 2,085,670 2,093,424 7,754 
Other procurement, Army (07-15-2035-051-A) Budget Authority 4,846,357 4,864,989 18,632 
Aircraft procurement, Air Force (07—15-3010-051-A) Budget Authority 16,181,769. 16,306,743 124,974 
Missile procurement, Air Force (07-15-3020-051—A) Budget Authority .... 7,476,482 7,433,693 —42,789 
Other procuremer:t, Air Force (07-15-3080-051—A) Budget Authority 8,483,824 8,512,255 28,431 
Research, Development, Test, and Evaluation 

Research, development, test, and evaluation, Defense agencies (07— 

i 8;509,054 8,542,111 33,057 


595,107 13,013 - 


1,351,997 15,375 


Research, development, test, and evaluation, Navy (07-20-1319- 
9,731,639 46,104 
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Table 13.—Detalled List of Seqesterable Resources for Which OMB and CBO Estimates Differ by More than $5 Milllon—Continued 
(In thousands of dollars) 


Account Title Resource OMB Base CBO Base Difference Explanation 


Research, development, test, and evaluation, Army (07-20-2040- 


Research, development, test, and evaluation, Air Force (07-20-3600- 
15,322,591 15,328,372 5,781 1,2 


5,330,104 5,352,817 22,713 1,2 


Military Construction 
Military construction, Defense agencies (07-25-0500—-051—A) Budget Authority 703,996 689,024 -14,972 
Military construction, Navy (07-25-1205-051—A) Budget Authority 1,634,653 1,647,242 12,589 
Military construction, Army (07—25-2050-051-A) Budget Authority 1,188,484 1,197,423 6,939 
Military construction, Air Force (07-25-3300-051-—A) Budget Authority 1,259,699 1,279,867 20,168 

Family Housing 
Family housing, Army (07-30-0702-051-—A) Budget Authority 
Family housing, Navy and Marine Corps (07-30-0703-051—A) Budget Authority 834,199 
Department of Defense—Civil 
Corps of Engineers—Civil 
Flood control, Mississippi River and tributaries (08-10-31 12-301—A) Budget Authority 351,161 358,132 
Consiuction, general (08—10-3122-301—A) Budget Authority 1,161,429 1,177,870 
Operation and maintenance, general (08—10-3123-301—A) Budget Authority 1,245,360 1,272,690 
Department of Education 
Office of Elementary and Secondary Education 
Impact aid (18-10-0102-501-A) Budget Authority 765,352 
Compensatory education for the disadvantaged (18-10-0900-501-A).... Budget Authority 4,780,620 
School improvement programs (18-10-1000—501—A) Budget Authority 1,270,651 
Office of Special Education & Rehabilitative Svcs. 

Education for the handicapped (18-20-0300-501-—A) Budget Authority 2,052,961 
Special institutions for the handicapped (18-20-0604—501—-C) Budget Authority 0 
Special institutions for the handicapped (Gallaudet) (18-20-0604— 


1,594,787 11,885 
6,393 


Budget Authority 68,902 
Office of Vocational and Adult Education 
Vocational and adult education (18-30-0400-501-A) i 1,112,110 1,120,699 
Office of Postsecondary Education 
Student financial assistance (18-40-0200-502-A) 
Departmental Management 


Salaries and expenses (Elementary, secondary and vocational ed.) 
(18-80-0800-501—A) 

Salaries and expenses (Higher education) (18-80-0800-502-A) 

Salaries and expenses (Research and general education aids) (18- 


6,070,150 


Department of Energy 
Atomic Energy Defense Activities 

Atomic energy defense activities (19-10-0220-053-A) Budget Authority 8,461,995 

Unobligated Balances—Defense 471,675 

Energy Programs 

Energy conservation (Energy conservation) (19-20-0215-272-A) i 326,810 389,580 
General science and research activities (1S-20-0222-251-A) 955,341 962,805 
Energy supply, R&D activities. (19-20-0224-271-A) 2,219,987 2,238,928 


Uranium supply and enrichment activities (19-20-0226-271-A) Authority *s 0 1,236,969 
401(C) Authority—Off. Coll 1,325,900 0 


Departmental Administration 
Departmental administration (Energy information, policy, & reg.) (19- 
191,092 
228,715 
Department of-Health and Human Services 
Food and Drug Administration 
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Table 13.—Detalied List of Seqesterabie Resources for Which OMB and CBO Estimates Differ by More than $5 Million—Continued- 
(in thousands of dollars) 


Account Title OMB Base CBOBase Difference _ Explanation 


indian Health 

Tribal Health Administration (09—17-0390-551—A) 

Centers for Disease Control 
Disease control (Health care services) (09-20-0943-551-A) 

National Institutes of Health 
National Cancer Institute (Health research) (09-25-0849-552-A) 
National Institute of General Medical Sciences (Health research) (09- wane 
National Heart, Lung and Blood Institute (Health research) (09-25- 

0872-552-A) 

National institute of Allergy & infectious Diseases (Research) (09-25- 


1,049,642 


760,728 


Alcohol,Drug Abuse, & Mental Health Administration 
Alcohol, drug abuse, and mental health (Health care services) (09- 
30-1361-551-A) 
Alcohol, drug abuse, and mental health (Health research) (09-30- 


1,161,831 


713,405 720,244 


Federal supplementary medical insurance trust fund (09-38-8004— 
1,253,515 1,169,435 


FSMI 2% split (G-R-H) (09-38-8004-571-S) 372,000 601,000 


Federal hospital insurance trust fund (09-38-8005-571—A) 206,142 
997,458 


medical insurance trust fund, catastro. (09-38— 
40,000 


Supplemental! security income program (09-60-0406-609-A) ‘ 851,398 
Family Support Administration . 

Family support payment to States (CSE) (09-70-1501-609-8) . = os 1,279,000 

Low income home energy assistance (09-70-1502-609-A) ke rr 1,444,061 

Interim assistance to States for legalization (09-70—-1508-506-A) ra 895,000 

Payments to states for AFDC work programs (09-70-1509-609-A) 465,000 


2,689,201 


Health and Human Services Social Security 
Social Security 
gy Facts salons anasices ene trust fund (16-05-8006-651- 


Federal disability insurance trust fund (16-05-8007-651-A) 
Department of Housing and Urban Development 
Housing Programs 
Subsidized housing programs (Housing assistance) (25-02-0164— 
604-A) 7,490,960 
100,224,000 


1,780,550 


Goverment National Mortgage Association 
Guarantees of mortgage-backed securities (25-04-4238-371-A) 
Community Planning and Development 
Community development grants (25-06-0162-451—A) 
Rehabilitation loan fund (25-06-4036-451-A) 
Nehemiah housing opportunity program (25~06-8888-451-A) 
Management and Administration 

Salaries & expenses, incl. transfer of funds (Community dev.) (25-35- 

Budge i 180,425 


Salaries & expenses, ind. transfer of funds (Public assist.) (25-35- 


149,942,000 


2,766,600 
70,000 
20,880 


121,370 
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Table 13.—Detalled List of Seqesterable Resources for Which OMB and CBO Estimates Differ by More than $5 Million—Continued 


Account Title 


Minerals Management Service 
Payments to states from receipts under Mineral Leasing Act (10-06- 


Bureau of Reclamation 
~ Construction program (10-10-0684-—301-A) 
Geological Survey 
Surveys, investigations and research (10-12-0804—306-A) 
Fish and Wildlife Service 
Resource management (10-18-161 1-303—A) 
Construction (10-18-1612-303-A) 
Sport fish restoration (10-18-8151-303-A) 
National Park Service 
Operation of the national park system (10-24-1036-303-A) 
Construction (10-24—1039-303-A) 
Land acquisition (10-24-5035-303-A) 
Bureau of Indian Affairs 


Operation of indian programs (Conservation and land management) 
(10-76-2100-302-A) 


Operation of Indian programs (Area and regional development) (10—- 
76-2100-452-A) 

Operation of Indian programs (Elementary, secondary, & vo. ed.) (10— 
76-2100-501-—A) 

Revolving fund for loans (10-76-4409-452-A) 


Miscellaneous permanent appropriations (Area and regional dev.) (10- 
76-9925-452-A) 


Office of Territorial Affairs 
Administration of territories (10-82-04 12-808-A) 
Department of Justice 
Legal Activities 


Salaries and expenses, General legal activities (11-05-0128-752-A) .... 
Salaries and expenses, United States Attorneys (11-05-0322-752-A)... 


Salaries and expenses, United States Marshals Service (11-05-0324- 
BN  piccccndthrtewreecestdivnisctncaptaiheitnabessecs . 


Assets forfeiture fund (11-05-5042-752-A) 
Federal Bureau of Investigation 
Salaries and expenses (11-—10-0200-751-A) 
Drug Enforcement Administration 
Salaries and expenses (11-12-1100-751-A) 
Immigration and Naturalization Service 
Salaries and expenses (11-15—1217-751-A) 
Federal Prison System 
Salaries and expenses (11-—20—1060—753-A) 
Department of Labor 
Employment and Training Administration 
Training and employment services (12-05-0174-504-A) 


Federal unemployment benefits and allowances (12-05-0326-603-A) .. 


Unemployment trust fund (Training and employment) (12-05-8042- 
504~A) 
Unemployment trust fund (Unemployment compensation) (12-05- 


Employment Standards Administration 

Salaries and expenses (12-15-0105-505-A) 
Occupational Safety and Health Administration 

Salaries and expenses (12-—18-0400-554-A) 

Mine Safety and Health Administration 
Salaries and expenses (12—19-1200-554—A) 

Departmental Management 

Salaries and expenses (T2-25-0165-505-A) 


(In thousands of dollars) 


Resource 


Budget Authority 
Budget Authority 
401(C) Authority 


Budget Authority 
Budget Authority .. 
Budget Authority 


Budget Authority 
401(C) Authority—Off. Coll 


Budget Authority 
Budget Authority 


Budget Authority ... 
401(C) Authority 


Budget Authority 


. Budget Authority 


22 


OMB Base 


464,195 
739,098 
469,491 
372,731 

33,007 
192,891 
772,263 


164,984 
45,301 


152,845 
598,356 


279,275 
11,070 


50,359 


62,289 


256,929 
479,917 


213,857 
237,729 


221,051 


257,728 


169,712 


123,464 


CBO Base 


372,996 
745,800 
483,490 
385,177 

49,798 
162,606 
797,428 


206,874 
65,532 


163,386 
610,297 


284,411 
0 


55,929 
54,996 


263,514 
493,644 


219,877 
262,044 


1,542,715 
570,066 
880,308 

1,016,225 


3,904,165 
166,000 


1,092,587 


105,800 
1,753,500 


227,211 
263,173 
174,967 


128,491 


Difference 


91,199 
6,702 
13,999 
12,446 
16,791 
-30,285 
25,165 


41,890 
20,231 


10,541 
11,941 


5,136 
-11,070 


5,570 


-7,293 


6,585 
13,727 


6,020 
24,315 


42,077 
13,475 
23,420 


24,567 


Explanation 
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Table 13.—Detailed List of Seqesterable Resources for Which OMB and CBO Estimates Differ by More than $5 Milllon—Continued 
(in thousands of dollars) 


Account Title OMB Base CBOBase Difference Explanation 


Department of State 
Administration of Foreign Affairs 
Salaries and expenses (14-05-0113-153-A) i ; 1,860,119 
Department of Transportation 
Federal Highway Administration 


Federal-aid highways (21-05-8083—401-A) 401(C) Authority 13,850,959 14,103,000 
Obligation limitation 2,432,000 12,535,000 


Urban Mass Transportation Administration 

Formula grants (21-20-1129-401-A) Budget Authority 1,662,780 1,675,620 

Discretionary grants (21-20-8191-401-Ap> Obligation limitation 1,181,000 1,190,160 
Federal Aviation Administration 

Operations (21-25-1301-402-A) 3,063,264 3,157,054 

Trust fund share of FAA Operations (21-25-8104—402-A) i 493,001 506,593 

= for airports (Airport and airway trust fund) (21-25-8106~ 


1,450,400 1,461,600 


Facilities and equipment (Airport and airway trust fund) (21-25-8107- 
SP cebieic ssc diaiiin eas cde ecadidingtdh ts hacpacsasslBacasantemisbinbenne eee Budget Authority 1,434,361 1,446,948 


Coast Guard 
Operating expenses (21-30-0201-403-A) Budget Authority 2,029,694 2,077,465 
Retired pay (Coast Guard) (21-30-0241-403-A) Budget Authority 45,050 37,463 
Department of the Treasury 
Financial Management Service 


Payments to the Farm Credit System Financial Asst. Corp. (15-10- 
Budget Authority 70,793 -70,793 


Bureau of Alcohol, Tobacco and Firearms 
Salaries and expenses (15—13-1000-751-A) Budget Authority 251,319 258,565 _ 7,246 
United States Customs Service ? 
Salaries and expenses (15-15-0602-751-A) Budget Authority 1,078,053 1,109,457 31,404 
Customs forfeiture fund (15-15~-5693-803-A) 401(C) Authority 35,000 20,000 ~15,000 
internal Revenue Service 
Processing tax returns and executive direction (15-45-0912-803-—A) a .. 1,812,395 1,845,424 33,029 
Examinations and appeals (15—-45-0913-803-A) ity .. .. 2,017,419 2,093,626 76,207 
Investigation, collection, and taxpayer service (1545-091 4-803-A) 1,496,775 1,539,447 42,672 
United States Secret Service 
Salaries and expenses (15~55-1408-751-A) 372,551 382,330 9,779 
Department of Veterans Affairs 
Veterans Benefits Administration 
Readjustment benefits (29-10-0137-702-A) Budget Authority 241,926 212,119 -29,807 
Burial benefits and miscellaneous assistance (29-10-0155-701-A) Budget Authority 143,612 138,120 5,492 
Veterans Health Services and Research Administration 
Medical care (29-20-0160-703-A) Budget Authority 845,845 955,770 109,925 
Medical and prosthetic research (29-20-0161-—703—A) ‘ 219,827 225,584 5,757 
Departmental Administration 
General operating expenses (29-30-0151-705-A) Budget Authority 830,611 836,232 5,621 
Office of the Inspector General (29-30-0170-705-A) 0 21,982 21,982 
Environmental Protection Agency 
Construction grants (20-00-0103-304-A) 2,020,000 2,035,800 15,800 


Abatement, control, and compliance (20-00-0108-304—A) 745,847 751,289 5,442 
849,682 873,110 23,428 


1,462,021 1,476,778 14,757 

National Aeronautics and Space Administration 
Research and program management (Space flight) (26-00-0103-253- 
960,860 987,730 26,870 


625,862 643,884 18,022 


Research ‘and program management (Air transportation) (26-00- 
0103-402-A) ............. ; 5 ¢ 345,027 353,792 8,765 


Space Flight, Control, and Data Comm. (space flight) (26-00-0105- 
253-A) : 3,640,400 3,668,512 28,112 


1,630,664 1,643,256 12,592 
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Table 13.—Detalled List of Seqesterable Resources for Which OMB and CBO Estimates Differ by More than $5 Million—Continued 


(In thousands of dollars) 


Account Title Resource 


Research and development (Space science, applications, etc) (26-00- 
0108-254—A) Budget Authority 


Small Business Administration . 

Salaries and expenses (28-00-0100-376-A) ... i _. sesso Budget Authority 

Disaster loan fund (28-00-4153-453-A) .... Direct Loan Limitation... 

Business loan and investment fund (28-00-4 154—376-A) Budget Authority 
Direct Loan Limitation 
Guaranteed Loan Limitation 

Surety bond guarantees revolving fund (28-00-41 56-376-A) Guaranteed Loan Limitation 

Other Independent Agencies 
District of Columbia 
Federal payment to the District of Columbia (30-45-1700-806-A) Budget Authority 
Equal Employment Opportunity Commission 
Salaries and expenses (30-46-0100-—751-A) Budget Authority 
Export-import Bank of the United States 


Export-Import Bank of the United States (30-48-4027-155-—A) Direct Loan Limitation 
Guaranteed Loan Limitation 


Farm Credit Systems Financial Assistance Corporation 
Faim credit assistance Fund (30-54—4133-351-A) 401(C) Authority 
Financial assistance corporation trust fund (30-54-8202-351-A) 401(C) Authority 
National Science Foundation 
Research and related activities (31-45-0100-251-A) Budget Authority 
Nuclear Regulatory Commission 
Salaries and expenses (31-50-0200-276-A) 
Pennsylvania Avenue Development Corporation 
Land acquisition and development fund (32-08-4084—451—A) 
Postal Service 


Payment to the Postal Service fund for nonfunded liabilities (32-10- 
NUE RiobascscesticitrihStpenntsbiagrediackconntheveteaeas sire Soden deapslisacecatponescaie Budget Authority 


Railroad Retirement Board 
Supplemental Annuity Pension Fund (32-20-8012-601-A) 
Smithsonian Institution 
Salaries and expenses (32-50-0100-503-A) 
United States Information Agency 
Salaries and expenses (33-22-0201-—154-A) Budget Authority 


! Different adjustment factors for increased personnel costs and nonpay inflation. 

2 Different assumptions about enacted 1989 levels, including transfers. 

> Different account structure. 

* Different resource type classification. 

5 Different assumptions about resource levels under current law for mandatory programs. 

* OMB classifies as sequesterable; CBO as —- 

7 OMB classifies as exempt, CBO as sequesterabie. 

* OMB error. 

* CBO error. 

* Technical estimating diferences for unobligated balances transferred from other accounts. 
" Different assumptions regarding behavioral response of physicians to payment reductions. 
Different estimating techniques. 


OMB Base 


2,263,556 


338,790 
250,000 


84,952 
84,952 
3,925,000 


188,444 


10,567,200 


1,679,370 


220,282 


CBO Base 


2,281,036 
243,659 


323,000 


94,000 
94,000 
3,910,000 


1,301,000 


452,887 


193,802 


725,580 
10,648,800 


500,000 
0 


1,692,745 


446,277 


10,000 


226,568 


661,368 


Difference 


17,480 


95,131 
73,000 


9,048 
9,048 
-15,000 


6,000 


5,560 
81,600 


-135,000 
-80,705 


13,375 
9,277 


7,000 


-36,942 
-114,908 
6,286 


15,592 


Explanation 
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APPENDIX: SEQUESTERABLE BASELINE AND REDUCTIONS 
BY AGENCY AND BUDGET ACCOUNT “ 


(Fiscal year 1990; in thousands of dollars) 


Percentages Used: 
Nondefense, 5.3 percent 
Defense, 4.3 percent 


BEST COPY AVAILABLE 
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G-R-H Sequester Amounts 
(in thousands of dollars) 


—— Sequester 
Legisiative Branch 
Senate 


Salaries, officers and employees (01-05-01 10-801-— 
A): 


359,322 19,044 
18,225 


House of Representatives 

Mileage of Members Signet: Digs 
Authority 218 12 
109 6 


Account Title 


Joint Items 
Capitol Guide Service (01-12-0170-801-A): 
Authority ......... 1,276 
1,148 


300 
Joint Committee on inaugural Ceremonies of 1989 


(01-12-0186-801-A): 
Budget Authority 811 43 
811 43 
Office of the Attending Physician (01-12-0425-801- 
A): 
1,474 78 
1,474 - 


"241 
216 


2,934 
2846 
aan onpitiens, Capitol police (01-12-0476-801-— 


1,955 104 
90 


2,961 
2,961 


Congressional Budget Office 
Salaries and expenses ee” ited 


Architect of the Capitol 
Office of the Architect of the Capitol: Salaries (01- 


ae 


wo 
Capitol buadings $118.60 am 
Budget Authority 


175 


G-R-H Sequester Amounts—Continued 
(in thousands of dollars) 


“dese Amount, 


Capitol — (01-15-0108-601-A): 
3,936 
3,455 


Account Title 


209 
183 


1,332 
1,104 


1,598 
1,298 


1,363 


253 13 

974 

Structural and mechanical care, Library buildings and 
grounds (01-15-0155-801-A): 
Budget Authority 


415 
353 


Library of Congress 
Salaries and expenses (01 a 
54,508 8,189 
268 
7,640 


Office: Salaries and expenses (01-25- 
0102-376-A): 
12,189 


Authority ......... 646 


8,144 


Congressional Research Service: Salaries and 
expenses (01-25-0127-801-A): 
Authority 


Furniture and furnishings _—— 


Budget Authority 186 
QUAYS oosccsccccssevnseneen pag 99 


Gift and trust fund accounts (01-25-9971-503-A): 
Obligation limitation... 328 17 


Government Printing Office 
Office of Superintendent of Documents: Salaries and 
expenses (01-30-0201-806—A): 
Authority 14,274 757 
9,277 492 


oe printing and binding (01-30-0203-— 


74,592 3,953 
3,519 


Government Printing Office revolving fund (01-30- 
Obligation limitation... 38,383 2,034 
General Accounting Office 
Salaries and expenses (01-35-0107-801-A): 
Budget Authority. 362,354 
wi 329,010 
United States Tax Court 
Salaries and — (01-40-0100-752-A): 
563 


19,205 
17,438 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


“dese “Amount” 


barn > ~aeiaamamaae U.S. Tax Court (01- 


10 1 
10 1 


Legislative Branch Boards and 
Commissions 


Commission on Security & Cooperation in 
Salaries & exp (01-45-01 10-801-A): 
Budget Authority 


Account Title 


775 41 
701 37 


Botanic Garden: Salaries and expenses (01-45- 


2,633 
127 


roy Oop aga Salaries and expences 
128 7 
6 


251 13 
181 10 


international conferences and contingencies: House, 
Senate exp ne 
340 18 
340 18 


54 
16 


4a 
38 
57 
48 


Office of Technology Assessment 
Salaries and expenses (01-50-0700-801-A): 

uthori oa 991 

714 


John C. Stennis Center for Public Service 
Training and. Development 
Payment to John C: Sterinig Center (01-60-1200- 


412 
412 


197 


713 
2,051 


The Judiciary 
Supreme Court of the United States 
Salaries and expenses (02-05-0100-752-A): 
Budget Authori 16,606 880 
Outlays 11,807 626 
Care of the building and grounds (02-05-0103-752- 


2,219 118 
112 





140 ’ 
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G-R-H Sequester Amounts—Continued 
(in thousands of dollars) 


Sequester 
Amount 


: S ster 
Account Title = 


United States Court of Appeals for 
Federal Circuit 


Salaries and expenses (02-07-0510-752-A): 
Budget Authority 8,645 458 
8,044 426 


United States Court of International Trade 


Salaries and expenses (02-15-0400-752-A): 


Budget Authority 441 
ns 5 429 


Courts of Appeals, District Courts and 
other Svcs 


Salaries and expenses (02-25-0920-752-A): 
Budget Authority 1,128,157 
1,112,767 
Defender services (02-25-0923—752-A): 
Budget Auihority 114,326 6,059 
43,330 2,296 
Fees of jurors and commissioners (02-25-0925- 
752-A): 
Budget Authority 


59,792 
58,977 


2,669 
2,260 


50,357 
42,648 
Court security (02-25-0930-752-A): 
Budget Authority 42,921 
21,417 
Registry administration (02-25-5101-752-A): 
401(C) Authority 21,000 
21,000 


Administrative Office of the United States 
Courts 


Salaries and expenses (02-26-0927-752-A): 
Budget Authority. 35,062 
31,977 


2,275 
1,135 


1,113 
1,113 


1,858 
1,695 


Federal Judicial Center 


Salaries and expenses (02-30-0928-752-A): 


Budget Authority........ * 11,654 618 
9,533 505 


Judiciary Retirement Funds 


Payment to Judicial Officers’ Retirement Fund (02- 
35-0941-752-A): 
Budget Authority 1,000 53 

53 

Judicial Officers’ Retirement Fund (02-35-8122- 
602-A): 

401(C) Authority 4,167 221 
221 


Total, The Judiciary: 
Budget Authority 
401(C) Authority... 


75,221 
1,334 
69,848 


1,419,274 
25,167 
1,317,897 


Executive Office of the President 


The White House Office 


Salaries and expenses (03-10-0110-802-A): 
Budget Authority 29,138 
26,095 


Executive Residence at the White House 


Operating expenses (03-20—-0210-802-A): 
Budget Authority 5,949 315 
401(C) Authority— 


1,544 
1,383 


1,471 78 
384 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester 
Amount 


, Sequester 
Account Title ase 


Official Residence of the Vice President 


Operating expenses (03-21-0211-802-A): 
Budget Authority 268 14 
115 6 


Special Assistance to the President 


Salaries and expenses (03-22-1454—802-A): 
Budget Authority 2,290 121 
1,929 102 


Council of Economic Advisers 


Salaries and expenses (03-28-1900-802-A): 
Budget Authority 2,909 154 
2,644 140 


Council/Office on Environmental Quality 


Council on Environmental Quality & Off. of 
Environmental Quali (03-31-1453-802-A): 


Budget Authority 888 
799 


Office of Policy Development 


Salaries and expenses (03-35-2200-802-A): 
Budget Authority 3,130 166 
2,883 153 


National Security Council 


Saiaries and expenses (03-38-2000-802-A): 


Budget Authority 5,316 
4,224 


National Space Council 


Salaries and expenses (03-39-0020-802-A): 


Budget Authority 189 10 
132 7 


National Critical Materials Council 


Salaries and expenses (03-41-01 11-—802-A): 
Budget Authority 


Office of Administration 


Salaries and expenses (03-42-0038-802-A): 


Budget Authority. 17,519 928 
13,856 734 


Office of Management and Budget 


Office of Federal Procurement Policy: Salaries and 
expenses (03-45—0201-802-A): 
Budget Authority 2,457 130 
1,905 101 
Salaries and Expenses (03-45-0300-802-A): 


Budget Authority 41,349 
37,978 


2,191 
2,013 


Office of National Drug Control Policy 


Salaries and Expenses (03~-47-—1457-802-A): 
Budget Authority 3,631 192 
2,723 144 


Office of Science and Technology Policy 


Salaries and expenses (03-49-2600-802-A): 


Budget Authority 88 
53 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Account Title Soguew Seminar 


Office of the United States Trade 
Representative 


Salaries and expenses (03-50-0400-802-A): 
Budget Authority 15,916 844 
13,847 734 


Total, Executive Office of the President: 
Budget Authority 132,836 
401(C) Authority— 

CW CE occecicscsescce 


7,038 


1,471 78 
117,579 «6,231 


Funds Appropriated to the President 


Unanticipated Needs 


Unanticipated needs (04-06-0037-802-A): 
Budget Authority . ; 1,036 55 
995 53 


Investment in Management Improvement 


Investment in Management Improvement (04—07- 
0061-802-B): 
Budget Authority 


International Security Assistance 


Peacekeeping operations (04—09-1032-152-A): 
Budget Authority 32,830 
22,653 
Economic support fund (04-09-1037—152-A): 
Budget Authority 3,396,526 180,016 
1,863,174 98,748 
Military assistance (04-09-1080-152-A): 
Budget Authority 485,480 25,730 
84,720 4,490 


International military education and training (04-09- 
1081-152-A): 
Budget Authority 49,106 2,603 
24,553 1,301 
Foreign military sales credit (04—-09-1082-152-A): 
Budget Authority 4,426,569 234,608 


Direct Loan 
Limitation 


1,740 
1,201 


22,512 
98,212 


424,760 


Multilateral Assistance 


Contribution to the International Development 
Association (04—12-0073-151-A): 
Budget Authority 1,030,820 54,633 
Contribution to the Asian Development Bank (04-12- 
0076-151-A): 
Budget Authority 157,878 8,368 
Contribution to the International Bank for 
Reconstruction & De (04—12-0077-151-A): 
Budget Authority 51,801 2,745 
5,180 275 
Contribution to the International Finance Corporation 
(04-12-0078-151-A): 
Budget Authority 5,068 269 
269 


Contribution to the African Development Fund (04— 
12-0079-151-A): 
Budget Authority 108,780 5,765 
Contribution to the African Development Bank (04— 
12-0082-151-A): 
Budget Authority: 7,609 403 
7,609 403 


International organizations and programs (04—12- 
1005-151—A): 


Budget Authority: 12,416 


9,312 


234,255 
175,692 





G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


or Sequester 
Amount 


Agency for International Development 


Operating expenses, Agency for International 
Development (04—14—1000—151—A): 
Budget Authority 435,064 23,058 


326,298 17,294 
Operating expenses 


Account Title 


of the AID Office of Inspector 
General (04—-14-1007-151-A): 

29,632 1,570 
22,224 1,178 


American schools and hospitals abroad (04—14— 


1013-151-A): 
wae 1,922 
615 


569,800 30,199 
84,900 . 4,500 


Functional development assistance program (04-—14— 


1021-151-A): 
Budget Authority 1,256,845 66,613 
121,732 6,452 


International disaster assistance (04—14—1035-151-— 
1,537 
384 


Housing and other credit guaranty programs (04-14— 
4340-151-A): 
—-* ae 


29,008 


373 


6,864 
“ad 


129,500 
7,035 


8,806 467 


12,432 659 


Guaranteed Loan 
Limitation 
Trade and Development Program 

Trade and development program (04-—16-1001-151- 


A): 
Budget Authority. 1,373 
284 


51,800 2,745 


25,913 
5,364 


Peace Corps 


Peace Corps (04-18-0100-151-A): 
160,402 
130,888 


Overseas Private Investment Corporation 


Overseas Private investment Corporation (04—20- 
4030-151-A): 
401(C) ty 

Off. 


8,501 
6,937 


663 
1,263 


14,416 764 


Inter-American Foundation 


Inter-American Foundation (04-22-—4031-—151-A): 
Budget Authority 17,219 
rs a 


913 


13,277 704 
18,512 981 


African Development Foundation 
African Development Foundation (04—24-0700-151- 


8,304 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


ter te 
“fase Armount, 


Military Sales Programs 
Special defense acquisition fund (04—37-4116-155- 


A): 
Obligation limitation 245,392 13,006 
Foreign military sales trust fund (04-37-8242-155— 
A): 
401(C) Authority— 
SN MIN entetastocaheense 


Account Title 


13,939 
13,939 


263,000 
263,000 


Special Assistance for Central America 
Central American reconciliation assistance (04-55-— 


1038-152-A): 
Budget Authority 37,648 1,995 
1,995 


Total, Funds Appropriated to the President: 
Budget Authority 12,603,695 667,994 
401(C) Authority— 

NOE SI ecrnccdnesctensine 
Obligation limitation 
Direct Loan 

Limitation 
Guaranteed Loan 


15,679 
13,006 


295,816 
245,392 
461,020 24,434 


19,218 
270,239 


362,600 
5,098,840 


Department of Agriculture 


Office of the Secretary 


Office of the Secretary (05-03-01 15-352-A): 
Budget Authority 6,214 
5,864 
Gifts and bequests elites as 


401(C) Authority 
0 


Departmental Administration 


Rental payments and building operations (05-05- 
0117-352-A): 

Budget Authority 73,338 3,887 
63,648 3,373 
Advisory committees (05-05-01 18-352-A): 
Budget Authority ......... 1,553 82 
1,089 58 

Departmental administration (05-05-01 20-352-A): 
27,065 1,434 
22,505 1,193 


275 
270 


4,877 258 
3,576 190 


Office of Governmental and Public Affairs 


Office of Governmental and Public Affairs (05-06— 
0130-352-A): 
490 


Budget Authority .. 9,241 
378 


7,125 


Office of the Inspector General 
Office of the Inspector General (0S-08-0900-352- 


2,793 
2,503 


Office of the General Counsel 


Office of the General Counsel (05-—10-2300-352-A): 
21,758 1,153 
19,817 1,050 


52,700 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Ss ster Sequester 
“Bese Amount 


Account Title 


Agricultural Research Service 


Agricultural Research Service (05-—18-1400-352-A): 
Budget Authority 586,751 31,098 
401(C) Authority— 


COE. acsccssesssniens 170 


se 


3,200 
472,601 


880 
132 


16,598 
2,490 


Cooperative State Research Service 


Cooperative State Research Service (05-24—-1500- 
352-A): 
Budget Authority. 18,566 


401(C) Authority.......... ; 151 
10,669 


Extension Service 


Extension Service (05-27-0502-352-A): 
Budget Authority 374,466 
401(C) Authority— 

AFUE NOD, accenessiceasiece 


19,847 


380 20 
282,353 14,965 
National Agricultural Library 


National Agricultural Library (05-30-0300-352-A): 
Budget Authority ......... 14,855 787 
11,082 587 


National Agricultural Statistics Service 


Salaries and expenses (05-33-1801-—352-A): 
Budget Authority 66,237 
401(C) Authority— 

1,200 64 


CINE oleae Ski ncets 
58,826 3,118 


3,511 


Economic Research Service 


Salaries and expenses (05-36-1 701-352-A): 
51,493 
41,676 


World Agricultural Outlook Board 
World agricultural outlook board (05-50-2100-352- 
A): 


1,900 101 
80 


2,729 
2,209 


Budget Authority 


Foreign Agricultural Service 


Foreign Agricultural Service (05-51-2900-352-A): 
99,198 5,257 
59,519 3,154 


Office of International Cooperation & 
Development 


Scientific activities overseas (05-53-—1404—352-A): 
Budget Authority ......... 1,036 


Salaries and expenses (05-53-3200-352-A): 
Budget Authority 
5,539 


Foreign Assistance Programs 


Expenses, PL 480, foreign assistance programs, 
Agriculture (05-57—2274—151-A): 
984,193 52,162 
1,535,248 61,368 


43,427 
52,162 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester 
Amount 


, Sequester 
Account Title ae 


Agricultural Stabilization & Conservation 
Service 


Salaries and expenses (05-60-3300-351-A): 
Budget Authority 395 21 
401(C) Authority— 

SF I arscbah cnessontn 23,591 1,250 
23,986 1,271 

* Dairy indemnity program (05-60-331 4-35 1-A): 
Budget Authority 5 0 

5 0 

Agricultural conservation program (05-60-3315— 
302-A): 

Budget Authority 183,305 9,715 
84,137 4,459 


Emergency conservation program (05-60-3316— 
453-A): 
Budget Authority 5,180 275 
COE sahsibsiticciinsccens ‘ 2,331 124 
Colorado river basin salinity control program (05-60— 
3318-304—A): 
Budget Authority... 5,648 299 
1,864 99 
Conservation reserve program (05-60-3319-302-A): 
Budget Authority........... 1,202,000 63,706 
918,674 48,690 
Water Bank program (05-60-3320-302-A): 
Budget Authority 9,324 494 
1,212 64 
Forestry incentives program (05-60-3336-302-A): 
Budget Authority.......... 12,894 683 
3,739 198 


Federal Crop Insurance Corporation 


Administrative and operating expenses (05-63- 

2707-351-A): 
Budget Authority 11,106 
113,151 5,997 


Commodity Credit Corporation 


Temp. stor. & distr. of CCC emgcy. food (05-66-— 
3635-351-A): 
Budget Authority 171,800 9,105 
159,523 8,455 


Commodity Credit Corporation Fund (05-66—4336— 
351-A): 
401(C) Authority 
Direct Loan 


12,762,450 676,410 
530,000 
Guaranteed Loan 

301,994 


Outlays... 12,762,450 676,410 


Rural Electrification Administration 


Salaries and expenses (05—-72-3100-271-A): 
Budget Authority 32,659 1,731 
29,445 1,561 
Reimbursement to the Rural elec. & tel. revolv. fund 
for int. (05-72-3101-271-A): 
Budget Authority 238,800 12,656 
238,800 12,656 


Purchase of Rural Telephone Bank capital stock 
(05-72-3102-452-A): 
Budget Authority 29,744 1,576 


29,744 1,576 
Rural communication development fund (05-72- 
4142-452-A): 
Budget Authority 79 


G-R-H Sequester Amounts—Continued 


(In thousands of dollars) 


Sequester Sequester 


Account Title -~ manne 


Rural electrification and telephone revolving fund 
(05-72-4230-271-A): 
Budget Authority. 563 30 
Direct Loan 
Limitation 184,715 
99,096 
12,731 


1,869,739 
240,215 


Rural telephone bank (05-72-4231-—452-A): 
Direct Loan 
Limitation 11,560 
9,721 


—1,086 


218,119 
183,419 
-20,485 


Farmers Home Administration 


Salaries and expenses (05-75-2001-—452-A): 
Budget Authority 432,349 22,914 
396,344 21,006 
Rural housing for domestic farm labor (05—75-2004- 
604-A): 
Budget Authority 9,855 522 
99 5 
Mutual and self-help housing (05-75-2006-604-A): 
Budget Authority 8,288 439 
663 35 
Very low income hoysing repair grants (05-75— 
2064-604—A): 
Budget Authority 12,950 686 
12,303 652 


Rural development grant program (05-75-2065— 


452-A): 
Budget Authority 6,734 357 
6,397 339 


Rural water and waste disposal grants (05-75— 
2066-452-A): 
Budget Authority 121,103 6,413 


4,844 257 


Rural community fire protection grants (05—75-2067- 
452-A): 
Budget Authority 3,202 170 


1,441 76 


Rural housing preservation grants (05-75-2070— 


604—A): 
Budget Authority 19,829 1,051 


1,190 63 
Compensation for construction defects (05-75— 
2071-371-A): 
Budget Authority 518 27 
518 27 
Agricultural Credit Insurance Fund (05-75-4140- 
351A): 
Budget Authority 
401(C) Authority— 
FE I ain ssseccsacsiscne ’ 
Direct Loan 


3,108 165 


112,901 5,984 


1,625,070 86,129 
2,875,418 152,397 
1,129,009 59,837 
Rural Housing Insurance Fund (Appr.) (05-75-4141- 
371-A): 
Budget Authority 11,891 
401(C) Authority— 


224,359 


1,263 
5,116 


23,828 

Obligation limitati 285,211 
Direct Loan 
Limitation 1,911,410 101,305 
1,173,342 62,187 


Rural Development Insurance Fund (Appr.) (05-75— 
4155-452-A): 
401(C) Authority— 
NN cscadtappeprecsen 362 19 
Direct Loan 
23,532 


Limitation 444,009 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


ster Sequester 
e 


Account Title ‘Amount 


Guaranteed Loan 
Limitation 5,255 
1,381 
Self-help housing land development fund (05—-75- 
4222-371-A): 
Direct Loan 
Limitation 27 
Rural development loan fund (05-75-4233-452-A): 
Budget Authority 12,970 687 
Direct Loan 
Limitation 14,504 769 
1,450 77 


Soil Conservation Service 


Conservation operations (05-78—-1000-302-A): 
Budget Authority. 485,417 25,727 
401(C) Authority— 

- 9,053 480 
455,730 24,154 


Resource conservation and development (05-78- ~ 
1010-302~A): 
Budget Authority 1,387 
401(C) Authority— 

Ce CII io cniceciiniecsss 


26,167 


4,600 244 
24,776 1,313 


Watershed planning (05-78-1068-301-B): 
Budget Authority 9,029 479 
401(C) Authority— 
TOE, CIO cass acensesotecied 213 11 
7,979 423 


River basin surveys and investigations (05-78— 
1068-301-C): 
Budget Authority 
401(C) Authority— 

Ny GN ctettinsateceactee 166 9 
11,988 635 

Watershed and flood prevention operations (05-78- 
1068-301-D): 
Budget Authority 9,512 
401(C) Authority— 

OW. CON, fsccctncat 


12,576 667 


179,475 


11,849 628 
115,662 6,130 


Great plains conservation program (05-78-2268- 
302-A): 
Budget Authority 
401(C) Authority— 
cio ciarscmarse 41 2 
9,127 484 
Miscellaneous contributed funds (Water resources) 
(05-78-8210-301—A): 
401(C) Authority 460 24 
302 16 
Miscellaneous contributed funds (Conservation and 
land mgmt.) (05-78-8210-302-A): 
401(C) Authority 


21,283 1,128 


Animal and Plant Health Inspection 
Service 


Salaries and expenses (05—79-1600—352-A): 
Budget Authority 344,886 
401(C) Authority— 

TR icc daececcien 


18,279 


17,771 942 
315,469 16,720 
Buildings and facilities (05-79-1601-352-A): 


Budget Authority 2,638 140 
- 728 39 


Federal Grain Inspection Service 


Salaries and expenses (05-80-2400-352-A): 


Budget Authority 8,469 449 
397 





35608 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


ster Sequester 
Account Title > Amount 


Inspection and weighing services (05—80-4050-352- 
A): 
401(C) Authority— 
GE OOM: swivcentiacsscates 36,856 


36,856 


1,953 
1,953 


Agricultural: Marketing Service 


Marketing services (05-81-2500-352-A): 
i , 1,845 


1,976 
2,911 


Payments to States and possessions (05-81-2501- 
352-A): 
Budget Authority 


Perishable Agricultural Commodities Act fund (05- 
81-5070-352-A): 
401(C) Authority 5,500 292 
219 


Funds for strengthening markets, income, and supply 
(section 3 (05-81-5209-605-A): 
401(C) Authority 538,946 28,564 
116,691 6,185 
Milk market orders assessment fund (05-81-8412- 
351-A): 
401(C) Authority— 
SPST: ascnasobvssveseens 38,709 2,052 
38,709 2,052 
Miscellaneous trust funds (05-81-9972-352-A): 


401(C) Authority 85,979 4,557 
55,673 2,951 


Office of Transportation 


Office of Transportation (05-82-2800-352-A): 
Budget Authority. 2,487 132 
2,067 110 


Food Safety and Inspection Service 


Salaries and expenses (05-83-3700-554-A): 
Budget Authority 423,123 
— Authority— 

Off. Coll. 


22,426 


47,800 2,533 
437,919 23,210 


Exp. & refunds, insp. & grading (05-83-8137-352- 


A): 
401(C) Authority : 61 
52 


Food and Nutrition Service 


Special milk program AS! (G-R-H) (05-84-3502- 
605-I): 
Budget Authority— 
392 
1,125 1,125 
13, 055 
11,261 


246,316 
212,480 


Food stamp program (05-84-3505-605-A): 
Budget Authority 54,089 2,867 
20,955 1,111 
Food program administration (05-84-—3508-605-—A): 
93,147 4,937 
85,695 4,542 


Supplemental feeding programs (05-84-3510-605-— 
A): : 
Budget Authority 3,000 159 


159 


Child nutrition programs  (05-84-3539-605-A): 
4,135 219 


219 


~ 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


~~ Sequester 
Amount 


Human Nutrition Information Service 


Salaries and Expenses (05-86-3501-352-A): 
Budget Authority 9,177 486 
5,736 304 


Account Title 


Packers and Stockyards Administration 


Packers and Stockyards Administration (05-90- 
2600-352-A): 
Budget Authority 529 


493 


9,987 


Agricultural Cooperative Service 


Salaries and expenses (05-92-3000-352-A): 
4,855 
3,117 


Forest Service 


Construction (05-96—1 103-302-A): 
Budget Authority 
401(C) Authority— 

NIN, scsctassencicesees 


12,432 


2,835 150 
96,659 5,123 
Forest research (05-96—1104-—302-A): 

Budget Authority. 143,657 
401(C) Authority— 
Off. Coll. ..... 67 
5,829 
State and private forestry (05-96—1105-302-A): 
Budget Authority 89,970 4,768 
401(C) Authority— 
Off. Coll. ..... 


7,614 


4,358 231 
2,138 


National forest system (05-96—1 106-302-A): 
Budget Authority 1,339,660 
1,071,728 
Land acquisition (05-96-5004-303-A): 
Budget Authority 66,549 
26,619 
Range betterment fund (05-96-5207-302-A): 
Budget Authority 4,101 217 
2,993 159 
Acquisition of lands for nat'l forests (05-96-5208-— 
302-A): 
Budget Authority 


71,002 
56,802 


3,527 
1,411 


1,002 53 
566 30 
Acq. of lands to complete land exchanges (05-96- 
5216-302-A): 
Budget Authority 347 18 
288 15 


Operations and maintenance of quarters (05-96- 
5219-302-A): 
401(C) Authority 5,852 310 


1,878 100 


Cooperative work trust fund (05-96-8028-302-A): 
401(C) Authority 315,117 16,701 
129,173 6,846 
Highway Construction: Mount St. Helens National 
Monument (05-96-8029-401-A): 
Budget Authority 5,558 295 
3,135 166 
Gifts, donations, bequests for forest and rangeland 
research (05-$6—8034-302-A): 
Budget Authority 30 
30 
Reforestation trust fund (05-96-8046-302-A): 
401(C) Authority : 
30,000 
Other appropriations (05-96-2991 1-302-A): 
Budget Authority 37,482 
27,387 


Federal Register / Vol. 54, No. 165 / Monday, August 28, 1989 / Notices 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


ae Ti uester Sequester 
Account Title ° Arrourt 


Forest Service permanent appropriations (05-96— 
9921-806-A): 
401(C) Authority.......... 382,916 20,295 


362,320 19,203 


Forest Service permanent appropriations (05-96— 
9922-302-A): 
401(C) Authority 140,747 


49,002 


Total, Department of Agriculture: 
Budget Authority 9,612,072 
Budget Authority— 


7,460 
2,597 


509,438 


392 
14,272,117 


392 
401(C) Authority 756,423 
401(C) Authority— 

II, Sicisctcsceradint 
Obligation limitation 
Direct Loan 


378,253 
1,820,459 


20,048 
96,484 
18,518,195 981,464 
Direct Loan Floor 108,817 


Guaranteed Loan 
i 459,646 


23,636,750 1,253,815 
Department of Commerce 


General Administration 


Salaries and expenses (06-05-0120-376-A): 
Budget Authority 42,115 2,232 
40,346 2,138 
Grants and loans administration (06-05—-0125-452- 
A): 
Budget Authority 


25,800 1,367 


1,201 


Economic development assistance programs (06—- 
05-2050-452-A): 
Budget Authority 
Guaranteed Loan 

Limitation 


9,995 


194,250 10,295 
18,858 999 


Bureau of the Census 


Salaries and expenses (06-07-0401-—376-A): 
Budget Authority 100,174 
401(C) Authority— 

6 


5,309 


8,000 424 
97,155 5,149 


Periodic censuses ands programs (06-07-0450-376- 


A): 


Budget Authority 30,851 


23,663 


Economic and Statistical Analysis 


Salaries and expenses (06-08—1500-376-A): 
Budget Authority 34,322 
401 (C) ee 


1,819 


395 21 
30,941 1,640 


International Trade Administration 


Operations and administration (06-25—1250-376-A): 
Budget Authority 174,603 9,254 
401(C) Authority— 

Be OG Acciticeccasteiee 846 


7,370 


15,960 
139,055 


Export Administration 
Operations and administration (06-30-0300-376-A): 


Budget Authority. 41,819 2,216 
1,563 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester Sequester 


Account Title Base Amount 


Minority Business Development Agency 


Minority business development (06-40-0201-376- 
A): 
Budget Authority 2,185 


686 


41,225 
12,945 


United States Travel and Tourism 
Administration 


Salaries and expenses (06-44-0700-376-A): 
Budget Authority 14,347 760 
401(C) Authority— 
I le ope chcdacacensces 1,450 77 
12,210 647 


National Oceanic and Atmospheric 
Administration 


Operations, research, and facilities (06-48—1450— 
306-A): 
Budget Authority 
401(C) Authority— 
RD ascntescosssosess 


1,336,622 70,841 
11,434 606 
927,753 49,171 
Coastal eriergy impact fund (06-48-4315-452-A): 
401(C) Authority— 


Off. Coll. ....... 276 


276 


Federal ship financing fund, fishing vessels (06-48— 
4417-376-A): . 
401(C) Authority— 
I a richesscniceeity 
Guaranteed Loan 
Limitation 


7,300 387 
25,440 
7,300 387 


Fishermen's contingency fund (06-48-5120-376-A): 
Budget Authority. 745 39 
709 38 
Foreign fishing observer fund (06—-48-5122-376-A): 
Budget Authority 1,996 106 
1,918 102 
Fisheries Promotional Fund (06-48-5124-376-A): 
Budget Authority 3,109 165 
1,713 91 
Promote and develop fishery products and research 
(06-48-5139-376-A): 
401(C) Authority 3,350 178 
1,843 98 
Aviation weather services program (06-48-8105— 
306—A): 
Budget Authority 29,751 
29,751 


1,577 
1,577 


Patent and Trademark Office 


Salaries and expenses (06-51-1006-—376-A): 
Budget Authority 113,518 
401(C) Authority— 

MPI, Scosveisecctcsives 


6,016 


180,032 
161,453 


9,542 
8,557 


Technology Administration 


Information products and services (06-53-8546— 
376-A): i 
401(C) Authority 2,650 


1,861 


50,000 
35,114 


National Institute of Standards and 
Technology 


Scientific and technical research and services (06—- 
55-0500-376-A): 
Budget Authority 
UIIB Sacrsiinscnprcissstincs 


8,694 


127,944 6,781 


G-R-H Sequester Amounts—Continued 
(In thousands of doilars) 


—— Sequester 


Account Title ase Amount 


Working capital fund (06-55-4650-376-—A): 
Budget Authority 1,563 
782 


National Telecommunications and 
Information Admin. 


Salaries and expenses (06-60-0550-376-A): 
Budget Authority 14,210 
11,368 
Public telecommunications facilities, planning and 
constructio (06-60-0551-503-A): 
Budget Authority 20,729 1,099 
2,405 127 


Total, Department of Commerce: 
Budget Authority 2,931,353 
401(C) Authority 53.350 
401(C) Authority— 

Re, CI isis. s..c8s 
Guaranteed Loan 


753 
602 


155,361 
2,828 
229,771 12,179 


35,735 
114,765 


674,250 
2,165,363 


Department of Defense. -Military 


Military Personnel 
Military personnel, Marine Corps (07-05-1105-051- 


5,739,538 246,800 
5,513,400 237,076 
Reserve personnel, Marine Corps (07—05—1108— 
051-A): 
Budget Authority 


A): 
Budget Authority 


317,761 13,664 
292,340 12,571 


Reserve personnel, Navy (07-05-1405-051-A): 
Budget Authority 1,602,458 68,906 
1,479,068 63,600 
Military personnel, Navy (07-05-1453-051-A): 
Budget Authority 19,082,524 820,549 
18,311,590 787,398 
1, Army (07-—05-2010-051-A): 
24,622,436 1,058,765 
23,339,607 1,003,603 
National Guard personnel, Army (07-05-2060-051-— 
A): 
Budget Authority 


Military personne 
Budget Authority 


3,321,918 142,842 
3,007,000 129,301 
Reserve personnel, Army (07-05—2070-051-A): 
Budget Authority 2,228,898 95,843 
2,039,664 87,706 
Military personnel, Air Force (07-05-3500-051-A): 
Budget Authority 20,187,312 868,054 
19,387,894 833,679 
Reserve personnel, Air Force (07-05-3700-051-A): 
Budget Authority 660,074 28,383 
616,509 26,510 
National Guard personnel, Air Force (07-05-3850— 
051-A): 
Budget Authority 44,529 
42,200 


1,035,560 
981,400 


Operation and Maintenance 


Operation and maintenance, Defense agencies (07— 
10-0100-051-A): 
Budget Authority 7,934,339 341,177 


6,553,763 281,812 


Court of Military Appeals, Defense (07—10-0104- 
051-A): 
Budget Authority 3,651 157 


3,140 135 
Drug Interdiction Defense (07-10-01 05-051-A): 


Budget Authority 217,560 9,355 
4,210 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester Sequester 


Account Title = Ariane 


Goodwill Games (07-10-0106—051-A): 
Budget Authority 5,180 
2,296 
Foreign currency fluctuations, Defense (07-10- 
0801-—051-—A): 
Unobligated 
Balances— 
414,152 17,809 
Humanitarian Assistance (07—10-0819-051-—A): 
Budget Authority 10,360 445 
7,594 327 


Operation and maintenance, Marine Corps (07-10- 
1106-051-A): 
Budget Authority 1,886,878 81,136 
es 1,317,041 56,633 


Operation and maintenance, Marine Corps Reserve 

(07-10-1107-051-A): 

Budget Authority 80,380 3,456 
55,784 2,399 
National Board for the Promotion of Rifle Practice, 

Army (07-10-1705-051-A): 

Budget Authority 4,467 192 


3,015 130 


Operation and maintenance, Navy (07—10-1804— 
051-A): 
Budget Authority 25,886,909 1,113,137 


18,535,027 797,006 


Operation and maintenance, Navy Reserve (07—10- 
1806-051-A): 
Budget Authority 1,014,277 43,614 

665,366 28,611 
Operation and maintenance, Army {07—10-2020- 

051-A): 

Budget Authority 23,199,905 997,596 
18,211,925 783,113 
Operation and maintenance, Army National Guard 

(07-10-2065-051-A): 

1,873,342 80,554 


Budget Authority 
1,400,323 60,214 


Operation and maintenance, Army Reserve (07—10- 


2080-051-A): 
Budget Authority 827,031 35,562 
595,462 25,605 


Operation and maintenance, Air Force (07-10-3400— 
051-A): 
Budget Authority 22,720,449 976,979 


17,426,585 749,343 


Operation and maintenance, Air Force Reserve (07— 
10-3740-051-A): 
Budget Authority 1,075,435 46,244 


861,424 37,041 

Operation and maintenance, Air National Guard (07— 
10-3840-051-A): 

Budget Authority .......... 2,050,310 

1,677,154 


88,163 
72,118 


Procurement 


Procurement, Defense agencies (07-15-0300-051-— 
A): 
Budget Authority 
Unobligated 
Balances— 


1,253,767 53,912 


349,815 15,042 
392,878 16,894 


National Guard and Reserve Equipment (07-15- 
0350-051-A): 
Budget Authority 
Unobligated 

Balances— 
Defense 


1,179,798 50,731 


19,023 


168,707 7,254 
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G-R-H Sequester Amounts—Continued 


(In thousands of dollars) 


el Sequester 


Account Title ase Amount 


Defense Production Act purchases (07-15-0360— 
051-A): 
Budget Authority 
Unobligated 
Balances— 


34,706 1,492 


1,972 


Chemical agents and munitions destruction, Defense 
(07-15-0390-051-A): 
Budget Authority 
Unobligated 

Balances— 


185,962 7,996 


1,367 
3,324 


Procurement, Marine Corps (07-15—1109-051—A): 
Budget Authority 1,343,526 57,772 
Unobligated 

Balances— 
Defense 266,802 11,472 


317,235 13,641 


Aircraft procurement, Navy (07-15-1506-051-A): 
Budget Authority 9,738,094 418,738 
Unobligated 

Balances— 
1,865,544 80,218 
1,479,464 63,617 


Weapons procurement, Navy (07—15-1507-051-A): 
Budget Authority 6,364,117 273,657 
Unobligated 

Balances— 
2,295,631 98,712 
909,273 39,099 

Shipbuilding and conversion, Navy (07-15-1611- 
051A): 

Budget Authority 
Unobligated 
Balances— 


9,922,238 426,656 


9,802,211 421,495 
1,130,211 48,599 


Other procurement, Navy (07-15-1810-051-A): 
Budget Authority 5,020,224 215,870 
Unobligated 

Balances— 
1,804,590 77,597 
853,102 36,683 

Aircraft procurement, Army (07-15-2031-051-—A): 
Budget Authority 2,986,568 128,422 
Unobligated 

Balances— 
555,538 23,888 
655,290 28,177 

Missile procurement, Army (07-15-2032-051-A): 
Budget Authority 2,695,680 115,914 
Unobligated 


779,755 
278,034 
Procurement of weapons and tracked combat 
vehicles, Army (07-15-2033-051-A): 
Budget Authority 2,932,246 
Unobligated 
Balances— 


33,529 
11,955 


126,087 


1,303,644 56,057 
211,794 9,107 
Procurement of ammunition, Army (07-15-2034- 
051-A): 
Budget Authority 
Unobligated 
Balances— 


2,085,670 89,684 


168,801 
721,430 


7,258 
31,021 


G-R-H Sequester Amounts—Continued 


(In thousands of dollars) 


Sequester Sequester 


Account Title Base Amount 


Other procurement, Army (07-15-2035-051-A): 
Budget Authority 4,846,357 208,393 
Unobligated 

Balances— 
1,602,125 68,891 
548,121 23,569 

Aircraft procurement, Air Force (07-15-3010-051— 
A): 

Budget Authority. 
Unobligated 
Balances— 


16,181,769 695,816 


6,053,661 
1,778,835 


260,307 
76,490 


Missile procurement, Air Force (07-15-3020-051-— 
A . 


7,476,482 321,489 


): 
Budget Authority 
Unobligated 
Balances— 
2,758,717 118,625 


2,350,001 101,050 


Other procurement, Air Force (07-15-3080-051—A): 
Budget Authority 364,804 
Unobligated 

Balances— 
2,139,693 
5,832,310 


92,007 
250,789 


Research, Development, Test, and 
Evaluation 


Research, development, test, and evaluation, 
Defense agencies (07-20-0400-051-A): 
Budget Authority 8,509,054 
Unobligated 

Balances— 


365,889 


629,063 27,050 
4,666,835 200,674 


Developmental test and evaluation, Defense (07-20- 
0450-051-A): 
Budget Authority 
Unobligated 

Balances— 


6,678 


1,479 
1,754 


Operational test and evaluation, Defense (07-20- 
0460-051-A): 
Budget Authority 
Unobligated 

Balances— 


3,173 


890 


Research, development, test, and evaluation, Navy 
(07-20-1319-051-A): 
Budget Authority 
Unobligated 

Balances— 


9,685,535 416,478 


482,879 20,764 
5,643,470 242,669 
Research, development, test, and evaluation, Army 
(07-20-2040-051-A): 
Budget Authority 
Unobligated 
Balances— 


5,330,104 229,194 


395,274 16,997 
3,085,980 132,697 


Research, development, test, and evaluation, Air 
Force (07-20-3600-051—A): 
Budget Authority. 15,322,591 
Unobligated 

Balances— 


658,871 


1,708,045 
9,068,814 


73,446 
389,959 


A-8 
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G-R-H Sequester Amounts—Continued 


(In thousands of dollars) 


Sequester Sequester 


Account Title se Amourt 


Military Construction 


Military construction, Defense agencies (07-25- 
0500-051—A): 
Budget Authority 
Unobligated 

Balances— 


703,996 30,272 


15,343 
194,126 8,347 


Foreign currency fluctuations, construction (07—25- 
0803-051—A): 
Unobligated 
Balances— 
195,814 8,420 
North Atlantic Treaty Organization infrastructure (07- 
25-0804-051-A): 
Budget Authority 
Unobligated 
Balances— 


509,712 21,918 


133,905 5,758 
Military construction, Navy (07—25-1205-051-A): 
Budget Authority 1,634,653 70,290 
Unobligated 
Balances— 
374,393 16,099 
Outiays......... . 478,153 20,561 
Military construction, Naval Reserve (07-25-1235-— 
051-A): 
Budget Authority 
Unobligated 
Balances— 


2,713 


470 
477 


Military construction, Army (07—25-2050-051-A): 
Budget Authority 1,188,484 51,105 
Unobligated 

Balances— 
437,348 18,806 
520,266 22,371 

Military construction, Army National Guard (07-25— 
2085-051—A): 
Budget Authority 
Unobligated 

Balances— 
Defense .. 


237,408 10,209 


44,743 1,924 
31,037 1,335 
Military construction, Army Reserve (07-25-2086— 
051-A): 
Budget Authority 


Unobligated 
Balances— 


3,831 


944 

15,024 646 

Military construction, Air Force (07-25-3300-051-A): 

Budget Authority 1,259,699 54,167 
Unobligated 

Balances— 
649,510 27,929 
305,474 13,135 


Military construction, Air Force Reserve (07-25- 
3730-051-A): 
Budget Authority 
Unobligated 

Balances— 


3,145 


1,019 
437 


Military construction, Air National Guard (07-25- 
3830-051-A): 
Budget Authority 
Unobligated 

Balances— 


164,214 7,061 


2,292 
17,402 748 
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Sequester 


Sequester 
Base nt 


Account Title 


Family Housing 


Family housing, Army (07-30-0702-051-—A): 
Budget Authority 1,582,902 
Unobligated 


68,065 


5,161 
44,981 


Family housing, Navy and Marine Corps (07-30- 
0703-051-A): 
Budget Authority. 
Unobligated 


35,596 


7,465 
15,508 


Family housing, Air Force (07-30-0704-051-A): 
Budget Authority.......... 954,037 41,024 
Unobligated 

Balances— 
Defense 105,938 4,555 
567,253 24,392 


Family housing, Defense agencies (07-30-0706— 
051-A): 
Budget Authority. 
Unobligated 


922 


Revolving and Management Funds 


National Defense Stockpile transaction fund (07-40- 
4555-051-A): 
1,492 


460,973 


Navy stock fund (0740-491 1-051-A): 
Budget Authority. 191,349 
63,145 

Air Force stock fund (07-40—4921-051—A): 
Budget Authority 193,628 
63,897 


19,822 


8,228 
2,715 


8,326 
2,748 


25,900 1,114 
8,547 368 


Army stock fund (07-40-4991-051—A): 
Budget Authority. 13,004 
99,795 4,291 


Allowances 


GRH aggregate spendout rate requirement (07-45— 
9920-051-A): 
4,057,000 
Total, Department of Defense—Military: 
Budget Authority. 299,454,029 
Unobligated 
Balances— 


-174,451 


12,876,523 


39,114,189 
+ 182,352,165 


Department of Defense—Civil 


Cemeterial Expenses, Army 


Salaries and expenses (08-05~—1805~705-A): 
i 13,707 
10,225 


Corps of Engineers—Civil 


Flood control, Mississippi River and tributaries (08— 
10-3112-301-A): 
Budget Authority 
401(C) Authority— 

NUNS ascoshconstesbine 195 10 


1,681,910 
7,841,142 


726 
542 


351,161 18,612 


G-R-H Sequester Amounts—Continued 
(in thousands of dollars) 


Sequester Sequester 


Account Title se Aivount 


13,597 


General investigations (08-10-3121-301-A): 
Budget Authority 148,386 
100,902 
Construction, general (08—10-3122-301—A): 
Budget Authority 1,161,429 
401(C) Authority— 
SIS OE Sescstccctexsceoee 


7,864 
5,348 


61,556 


250 13 
464,731 24,631 


Operation and maintenance, general (08—-10-3123- 
301A): 
Budget Authority 
401(C) Authority— 
GI. ‘acaisicsaccccccese 


1,245,360 66,004 
3,500 186 
1,012,241 53,649 
Operation and maintenance, general (08—-10-3123— 
303-A): 
Budget Authority 15,585 826 
15,586 826 


General expenses (08-10-3124-301-A): 
Budget Authority . 127,811 
102,248 
Flood control and coastal emergencies (08—-10- 
3125-301-A): 
Budget Authority 20,750 
Regulatory Program (08—10-3126-301-A): 
Budget Authority 66,430 3,521 
63,108 3,345 
inland waterways trust fund (08-10-8861-301-A): 
Budget Authority 63,318 3,356 
63,318 3,356 
Rivers and harbors contributed funds (08-10-8862- 
301-A): 
401(C) Authority 


6,774 
5,419 


1,100 


174,000 9,222 
59,101 3,132 
Harbor maintenance trust fund (08-10-8863-301-A): 
Budget Authority 162,084 8,590 
162,084 8,590 
Permanent appropriations (Water resources) (08—10— 
9921-301-A): 
401(C) Authority 7,000 371 
48 3 


Permanent appropriations (08-10-9921-806-A): 
401(C) Authority 5,000 265 


Soldiers’ and Airmen’s Home 


Operation and maintenance (08-20-8931-705-A): 
Budget Authority 38,871 2,060 
401(C) Authority— 

Of. COM. co. acapcncscnosees 144 8 
34,012 1,803 

Capital outlay (08-20-8932-705-A): 

Budget Authority 15,354 
5,374 


Forest & Wildlife Conservation, Mil. 
Reservations 


Wildlife conservation (08-30-5095-303-A): 
401(C) Authority 2,100 
1,400 
Total, Department of Defense—Civil: 
Budget Authority 3,430,246 
401(C) Authority 188,100 
401(C) Authority— 
Off. Coll. ........ 


814 
285 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Account Title — 


Department of Education 


Office of Elementary and Secondary 
Education 


Indian education (18-10-0101-501=A): 
Budget Authority 74,148 
10,748 
Impact aid (18-10-0102-501-A): 

Budget Authority 759,489 40,253 
604,356 32,031 

Compensatory education for the disadvantaged (18- 
10-0900-501-A): 
Budget Authority 


3,930 
570 


4,743,986 251,431 
569,278 30,172 


School improvement programs (18-10—1000-501— 
A’ . 


Budget Authority 1,260,910 


151,310 


66,828 
8,019 


Off. of Bilingual Ed. & Minority Languages 
Affairs 


Bilingual, immigrant, and refugee education (18-15— 
1300-501-A): 
Budget Authority 10,838 

24,540 1,301 


Office of Special Education & 
Rehabilitative Svcs. 


Education for the handicapped (18-20-0300-501- 
A): 
Budget Authority. 2,037,229 
251,471 
Vocational rehabilitation (18-20-0301-506-A): 
Budget Authority 225,403 11,946 
o 173,560 9,199 
Vocational rehab split for G-R-H: ASI (G-R-H) (18- 
20-0301-506-I): 
Budget Authority— 


107,973 
13,328 


60,400 
Outlays . 46,500 46,500 
Special institutions for the handicapped (18-20- 
0604-501-C): 
Budget Authority 21,053 1,116 
19,790 1,049 
Special institutions for the handicapped (APHB) (18- 
20-0604-501-D): 
Budget Authority 5,527 293 
5,527 293 


Special institutions for the handicapped (NTID) (18- 
20-0604—502-B): 
Budget Authority 34,526 1,830 
34,526 1,830 


Special institutions for the handicapped (Gallaudet) 
(18-20-0604-502-C): 
Budget Authority 47,321 2,508 
2,361 


44,543 


Office of Vocational and Adult Education 


Vocational and adult education (18-30-0400-501— 
A): 

Budget Authority 

401(C) Authority... 


1,112,110 
7,148 
134,311 


58,942 
379 
7,118 


Office of Postsecondary Education 


Student financial assistance (18-40-0200-502-A): 
Budget Authority 6,023,636 319,253 
1,448,201 76,755 
Higher education (18-40-0201-502-A): 
Budget Authority 586,096 31,063 
4,607 
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G-R-H Sequester Amounts—Continued 
(in thousands of dollars) 


“Base “Amount, 


Guaranteed student loans (18-40-0230-502-A): 


42,170 42,170 
33,736 33,736 


Account Tite 


College housing loans (18~40-4250-502-A): 
401(C) Authority— 
Off. Coll 650 


Office of Educational Research and 
improvement 

Libraries (18-50-0104—503-A): 

Budget Authority 142,139 7,533 

50,149 2,658 

— research and statistics (16-50—1100-503- 


4,294 
1,846 


81,015 
34,836 


Departmental Management 
Office for Civil Rights (18-80-0700-751-A): 
Budget Authority . 


1,101 
914 


Salaries and expenses (Higher education) (18-80— 
0800-502-A): 
90,207 4,781 
3,968 


Salaries and expenses (Research and general 
education aids) (18-80-0800-503-A): 
Budget Authority 127,491 6,757 

105,818 5,608 


Salaries and expenses (Social services) (18-80- 
0800-506-A): 


22,484 1,192 
989 


G-R-H Sequester Amounts—Continued 
(in thousands of dollars) 


“dese Amount. 


Department of Energy 


Atomic Energy Defense Activities 
or energy defense activities (19-10-0220-053-— 


Account Title 


sasiiet Programs 
Geothermal resources development fund (19-20- 


113,427 
106,281 


8,367 


179,737 9,526 
98,855 5,239 
Naval petroleum and shale reserves (19-20-0219- 


191,782 10,164 
102,028 5,407 


General science and research activities (19-20- 
50,633 
34,482 


Energy supply, R&D activities (19-20-0224—271-A): 
2,219,987 117,659 
1,109,994 58,830 


Uranium an and enrichment activities (19-20- 


70,273 
70,273 


8,435 
4,852 
10,803 


Emergency preparedness (19-20-0234-274-A): 


* 340 
5,130 


272 

Clean Coal Technology (19-20-0235-271-A): 
710,000 37,630 
25,650 1,359 


Fayre wos dF Power Act (19- 
2,446 130 


19,985 
91992 


G-R-H Sequester Amounts—Continued 
(in thousands of dollars) 


“dese “Amount” 


Power Marketing Administration 


Operation and maintenance, Southeastern Power 
Administration ae 
Budget Authority... 932 
Outiays.... 848 


Operation onde mabeinehee, 
Administration (19-50-0303-271-A): 
8,196 
4,713 


Account Title 


2,427 
2,427 
Colorado river basins power marketing fund, WAPA 
(19-66-4452-271-A): 
401(C) Authority— 
Off. Coll. 


* 9490 
754 


41,376 
14,234 


Departmental Administration 


_ Departmental administration (Energy information, 


10,128 


policy, & reg.) (19-60-0228-276-A): 
Budget Authority 191,092 


12,122 


639,379 
42,612 


85,228 
3,655 
461,974 
Department of Health and Human 


Food and Drug Administration 


Program expenses (08-10-0600-554-—A): 
$34,713 
427,770 


28,340 
22,672 


1,315 
158 


170 
170 


Health Resources and Services 
Health resources and services (health care services) 


Budget Authority 51,890 
401 (0) | Autroriy— 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


—— 


Health resources and services 2% split (G-R-H) (09— 
15-0350-551-G): 
Budget Authority— 


Sequester 


Account Title Amount 


9,966 


6,009 6,009 


Health resources and services (education and 
training) (09-15-0350-553-A): 


Budget Authority 184,730 
111,374 


Indian Health 


Tribal Health Administration (09-17—0390-551—A): 
Budget Authority. 150,143 7,958 
126,036 6,680 
Tribal and-Federal Health Services 2% split (G-R-H) 
(09-17-0390-551-G): 
Budget Authority— 


9,791 
5,903 


18,197 18,197 
14,835 14,835 
Indian health facilities 2% split (G-R-H) (09-17- 
0391-551-G): 
Budget Authority— 
F 1,233 
210 210 


Centers for Disease Control 


Disease control (Health care services) (09-20-0943- 
551-A): 
Budget Authority 893,294 47,345 
Outlay ........c00ee: Kase: 509,177 26,986 
Disease control (Health research) (09-20-0943- 
552-A): 
Budget Authority 6,557 


3,737 


123,711 
70,515 


National Institutes of Health 


National Library of Medicine (Health research) (09- 
25-0807-552-A): 
Budget Authority 26,275 1,393 


16,291 863 


National Library of Medicine (Education and training) 
(09-25-0807-553-A): 
Budget Authority 50,330 2,667 


31,205 1,654 


John E. Fogarty International Center (09-25-0819- 
552-A): 
Budget Authority 16,404 869 


7,546 400 


Buildings and facilities (09-25-0838-552-A): 
Budget Authority 39,878 2,114 
7,976 423 
National Institute on Aging (Health research) (09-25-— 
0843-552-A): 
Budget Authority 222,011 11,767 
67,713 3,589 


National Institute on Aging (Education and training) 
(09-25--0843-553-A): 
Budget Authority 8,818 467 


2,672 142 


Nat. Inst. Child Health and Human Development 
(Health research) (09-25-0844-552-A): 
Budget Authority ......... 423,825 22,463 
130,423 6,912 
Nat. Inst. Child Health and Human Development (Ed. 
& training) (09-25-0844—553-A): 
Budget Authority 912 
91 
Office of the Director (Health research) (09-25- 
0846-552-A): 
Budget Authority 67,993 3,604 
41,476 2,198 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester Sequester 


Account Title ° Amount 


Office of the Director (Education and training) (09- 
25-0846-553-A): 
Budget Authority 7,063 374 


4,308 228 
Research resources (Health research) (09-25-0848— 


552-A): 
Budget Authority. 368,845 19,549 
204,709 10,850 


Research resources (Education and training) (09- 
25-0848-553-A): 
Budget Authority 2,363 125 

8 

National Cancer Institute (Health research) (09-25-— 
0849-552-A): 
Budget Authority 1,596,751 84,628 


653,071 34,613 


National Cancer Institute (Education and training) 
(09-25-0849-553-A): 
Budget Authority: 34,425 1,825 


1,205 64 


National Institute of General Medical Sciences 
(Health research) (09-25-0851-552-A): 
Budget Authority 630,185 33,400 
252,074 13,360 


National Institute of General Medical Sciences (Ed. & 
training) (09-25-0851-553-A): 
Budget Authority 76,721 4,066 
30,688 1,626 
National Institute of Environmental Health Sciences 
(Research) (09-25~-0862-552-A): 
Budget Authority 222,033 11,768 
111,017 5,884 
National Institute of Environmental Health Sciences 
(Ed.&train.) (09-25-0862-553-A): 
Budget Authority 9,714 515 
4,857 257 
National Heart, Lung and Blood Institute (Health 
research) (09-25-0872-552-A): 
Budget Authority 1,040,091 55,125 
397,315 21,058 
National Heart, Lung and Blood Institute (Education 
& training) (09-25-0872-553-A): 
Budget Authority 43,626 2,312 
1,745 92 


National Institute of Dental Research (Health 
research) (09-25-0873-552-A): 
Budget Authority 129,663 6,872 
66,128 3,505 
National Institute of Dental Research (Education and 
training) (09-25-0873-553-A): 


Budget Authority 5,926 314 


2,963 157. 


National Insti. of Diabetes, and Digestive and Kidney 
Diseases (09-25-0884-552-A): 
Budget Authority 557,904 29,569 
201,961 10,704 
National Insti. of Diabetes, and Digestive and Kidney 
Diseases (09-25-0884-—553-A): 
Budget Authority: 22,101 1,171 
6,697 355 
National Institute of Allergy & Infectious Diseases 
(Research) (09-25-0885-552-A): 
Budget Authority 754,275 39,977 
217,985 11,553 
National Institute of Allergy & Infectious Diseases 
(Ed.&train.) (09-25-0885-553-A): 
Budget Authority 5 801 
2,266 120 
National Institute of Neurological Disorders and 
Stroke (09-25-0886-552-A): 


Budget Authority 484,728 
185,598 


25,691 
9,837 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


ester Sequester 


Account Title e ‘Amount 


National Institute of Neurological Disorders and 
Stroke (09-25-0886-553-A): 
Budget Authority 12,804 679 


3,662 194 


National Eye Institute (Health research) (09-25- 
0887-552-A): 
Budget Authority 233,572 12,379 

78,488 4,160 

National Eye Institute (Education and training) (09- 
25-0887-553-A): 

Budget Authority 330 
32 

National Ins. of Arthritis and Musculoskeletal and 
Skin Diseas (09-25-0888-552-A): 

Budget Authority. 159,753 8,467 
58,310 3,090 


National Ins. of Arthritis ‘and Musculoskeletal and 
Skin Diseas (09-25-0888-553-A): 
Budget Authority 6,009 318 
2,133 113 


National Center for stureing Research (09-25-0889— 
552-A): 
Budget Authority. 26,239 1,391 


8,396 445 


National Center for avenge Research (09-25-0889-— 
553-A): 
Budget Authority 3,955 210 


1,266 67 


NID and Other Communication Disorders (09-25- 
0890-552-A): 
Budget Authority 87,208 4,622 

33,365 1,768 

NID and Other Communication Disorders (09-25- 
0890-553-A): 
Budget Authority: 2,501 133 


734 39 


Alcohol,Drug Abuse, & Mental Health 
Administration 


Federal subsidy for St. Elizabeths Hospital (09-30- 
1300-551-A): 
Budget Authority 


24,566 1,302 


1,302 


Alcohol, drug abuse, and mental health (Health care 
services) (09-30-1361-551-A): 
Budget Authority 1,150,798 60,992 
739,963 39,218 


Alcohol, drug abuse, and mental health (Health 
research) (09-30-1361-552-A): 
Budget Authority 713,405 37,810 
627,103 33,236 
Alcohol, drug abuse, and mental health (Education 
and training) (09-30-1361-553-—A): 
Budget Authority 46,469 
36,711 


2,463 
1,946 


Office of Assistant Secretary for Health 


Public health service management (Health care 
services) (09-37—1 101-551-A): 
Budget Authority 45,326 2,402 
30,368 1,610 
Public health service management (Health research) 
(09-37—1101-552-A): 
Budget Authority 1,410 
1,077 


26,611 
20,314 


Health Care Financing Administration 


‘rogram management (Health care services) (09- 
38-0511-551-A): 
Budget Authority 4,604 


4,073 


86,876 
76,852 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


, —" Sequester 
Account Title Amount 


management (Health research) (09-38- 
0511-552-A): 
542 
49 


Health maintenance organization loan and loan 
guarantee fund (09-38-4420-551—A): 
5,000 265 
-5,000 -265 
Federal supplementary medical insurance trust fund 
(09-38-8004-571-A): 
401(C) Authority 2,832 
Obligation limitation 66,436 
59,971 


53,440 
1,253,515 
1,131,526 


FSMI 2% split (G-R-H) (09-38-8004-571-S): 


401(C) Authority— 
Spec. Rules 372,000 
372,000 372,000 


Federal hospital insurance trust fund (09-38-8005- 
571-A): 

401(C) Authority 10,655 
Obligation limitation 68,635 
1,076,319 57,045 
FHI 2% split (G-R-H) (09-38-8005-571-S): 
401(C) Authority— 
Spec. Rules 1,140,000 1,140,000 
1,140,000 1,140,000 


Federal Catastrophic drug insurance trust fund (09- 
38-8183-571-S): 
401(C) Authority— 

; # 2,560 

2,560 


Federal supplementary medical insurance trust fund, 
catastro. (09-38-8184—571-A): 

Obligation limitation 129,343 6,855 

156,770 8,309 

Federal supplementary medical insurance trust fund, 
catastro. (09-38-8184—571-S): 

401(C) Authority— 


2,560 


12,000 
12,000 


12,000 
12,000 


Social Security Administration 
Supplemental security income program (09-60- 
0406-609-A 


): 
Budget Authority. 624,117 43,678 
824,117 43,678 


Special benefits for disabled coal miners (09-60- 
0409-601-A): 
Budget Authority 369 


369 


6,966 


Family Support Administration 
Program administration (09-70—1500-609-A): 
i 4,498 

401(C) Authority— 


RE MIL: tiniscsnnsensiniqes 450 24 


3,401 
Family support payment to States (CSE) (09-70-— 
1501-609~B): 
69,377 


69,377 


1,432,995 75,949 
1,304,025 69,113 


— and Entrant Assistance (09-70-1503-609- 


20,994 
13,646 


396,121 
257,479 


20,898 


272,067 14,420 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


— ster 


Amount 


Account Title _ 


Work incentives (09-70-1505-504—A): 
Budget Authority 94,732 5,021 
89,048 4,720 
Interim assistance to States for legalization (09-70- 
1508-506—A): 
401(C) Authority 46,110 
217,500 11,528 


Payments to states for AFDC work programs (09- 
70—1509-609-A): 
13,659 


13,659 


257,721 
257,721 


Human Development Services 


Social services block grant (09-80-1634—506-A): 
2,700,000 143,100 
2,565,000 135,945 


Human development services (09-80-1636-506-A): 
Budget Authority 2,667,229 141,363 
1,463,899 77,587 
Payments to State for foster care and adoption 
assistance (09-80-1645—506-—A): 
Budget Authority— 
5,132 
3,683 


Departmental Management 


General Departmental administration (09~90-0120- 
609-A): 
Budget Authority 3,721 


2,604 


70,202 


Policy research (09-90-0122-609-A): 
Budget Authority 8,138 431 
3,255 173 
Office of the Inspector General (09-90-0128-609-— 
A): 


Budget Authority ......... 2,716 


2,037 


51,247 
38,435 
Office for Civil Rights (09-90-0135-751-A): 
Budget Authority 16,680 
15,179 
Office of Consumer Affairs ee 
94 
75 


Total, Department of Health and iene Services: 
Budget Authority 22,723,370 1,204,340 
Budget Authority— 


884 
804 


34,528 
59,597 


34,528 
401(C) Authority 1,124,478 
401(C) Authority— 

Off. Coll. 4,031 


401(C) Authority— 


213 


1,526,560 
Obligation limitation 142,191 
Direct Loan 

Limitation ... = 26 
2,470,038 


Health and Human Services Social 
Security 


Social Security 


Federal old-age and survivors insurance trust fund 
(16-05-8006-651-A): 
Obligation limitation..... 1,362,950 72,236 
1,226,455 65,002 


Federal disability insurance trust fund (16-05-8007- 


651-A): 
Obligation limitation..... 507,990 26,923 
22,124 


417,433 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Account Title — Seq — 


Total, Health and Human Services Social 
Security: 
Obligation limitation 99,159 

87,126 


1,870,940 
1,643,888 


Department of Housing and Urban 
Development 


Housing Programs 
Housing counseling assistance (25-02-0156-506- 
A): 


Budget Authority 3,626 192 
Subsidized housing programs (Community 

development) (25-02-0164—451-A): 

Budget Authority 5,180 275 
Subsidized housing programs (Housing assistance) 

(25-02-0164-604-A): 

Budget Authority 7,342,406 389,148 

88,109 4,670 


Congregate services program (25-02-0178-604—A): 
Budget Authority 5,594 296 
Transitional and supportive housing demonstration 
program (25-02-0188-604—A): 
Budget Authority 82,880 4,393 
Rental housing assistance fund (25-02-4041-604— 
A): 
401 by Authority— 
ff. Coll. 2,650 
2,650 
Nonprofit sponsor assistance (25-02-4042-604-A): 
Direct Loan 
imi 995 53 


Federal Housing Administration fund (25-02-4070- 
371-A): 
Obligation limitation 21,088 
Direct Loan 
Limitation 
Guaranteed Loan 


397,896 


107,071 5,675 
5,271,168 
397,896 21,088 
Housing for the elderly or handicapped fund (25-02- 
4115-371-A): 
Direct Loan 
Limitation 497,280 
Interstate land sales (25-02-5270-376-A): 
401(C) Authority 600 32 
32 
Manufactured home inspection and monitoring (25- 
02-5271-376-A): 
401(C) Authority 388 
336 


26,356 


7,320 


Public and Indian Housing Programs 


Payments for operation of low income housing 
projects (25-03-0163-604-A): 
1,766,906 
812,777 


Government National Mortgage 
Association 


Guarantees of mortgage-backed securities (25-04— 
4238-371-A): 
401(C) Authority— 
SMEs telnsistenniones 
Guaranteed Loan 
Limitation 


93,646 
43,077 


5,588 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester Sequester 
“Base 


Account Title Aart 


Community Planning and Development 
Community development grants (25-06-0162-451- 
A): 


Budget Authority 2,745,400 145,506 
‘Guaranteed Loan 
Limitation 7,897 


109,816 5,820 


Urban homesteading (25-06-01 71-451-A): 
Budget Authority 13,675 725 
13,675 725 


Emergency shelter grants program (25-06-01 81— 


604—A): 
Budget Authority 48,174 2,553 
9,635 511 
Rental rehabilitation grants (25-06-0182-451-A): 
Budget Authority 155,400 8,236 
Rehabilitation loan fund (25-06-4036-—45 1A): 
401(C) Authority— 
A, I iii chanececssesinns 12,700 
Direct Loan 


673 


4,516 
673 


85,212 
12,700 


Policy Development and Research 


Research and technology (25-28-0108-451-A): 
Budget Authority 17,819 
5,340 


Fair Housing and Equal Opportunity 


Fair housing activities (25-29-0144~—751-A): 
Budget Authority 10,360 549 
1,865 99 


“944 
283 


Management and Administration 


Salaries & expenses, incl. transfer of funds 
(Community dev.) (25-35-0143-451-A): 
Budget Authority 174,745 9,261 
134,515 7,129 
Salaries & expenses, incl. transfer of funds (Public 
assist.) (25-35-0143-604-A): 
Budget Authority.......... 158,282 8,389 
121,878 6,460 
Salaries & expenses, incl. transfer of funds (Federal 
law acts.) (25-35-0143-751-A): 
Budget Authority 15,507 822 
11,940 633 
Total, Department of Housing and Urban 
Development: 
Budget Authority 
401(C) Authority 
401(C) Authority— 
A SII sacnieotamsiniios 
Obligation limitation 
Direct Loan 


664,935 
420 


12,545,954 
7,920 


3,619 
21,088 


68,288 
397,896 
690,558 36,600 
Guaranteed Loan 

Limitation .. 12,911,065 
94,482 


. 243,605,000 
1,782,671 


Department of the Interior 


Bureau of Land Management 
Management of lands and resources (10-04—1109— 


302-A): 
Budget Authority 527,053 27,934 
420,007 22,260 


Construction and access (10-04—1110-302-A): 
i 5,637 299 

1,408 75 

Payments in lieu of taxes (10-04—1114-806-A): 
108,781 5,765 

108,619 5,757 


G-R-H Sequester Amounts—Continued 


(In thousands of dollars) 


Sequester 


Sequester 
Base Amount 


Account Title 


Oregon and California grant lands (10-04—1116— 
302-A): 
Budget Authority 62,538 3,315 


46,277 2,453 


Special acquisition of lands and minerals (10-04- 
1117-302-A): 
401(C) Authority 1,300 69 
Service charges, deposits, and forfeitures (10-04— 
5017-302-A): 
Budget Authority 6,240 331 
5,485 291 
Land acquisition (10-04~5033-302-A): 
Budget Authority 12,738 
6,317 
Operation and maintenance of quarters (10-04— 
5048-302-A): 
401(C) Authority 


675 
335 


250 13 
209 11 


Range improvements (10-04—5132-302-A): 
Budget Authority 8,406 
§,313 
Miscellaneous permanent appropriations (10-04— 
9921-302-A): 
401(C) Authority j 371 
315 


446 
282 


Miscellaneous permanent appropriations (10-04— 
9921-806-A): 
401(C) Authority 122,954 6,517 


122,954 6,517 
Miscellaneous trust funds (10-04-9971-302-A): 


Budget Authority. 5 


401(C) Authority 32 
19 


Minerals Management Service 
Leasing and royalty management (10-06—1917-302- 
A . 


177,756 

115,541 

Payments to states from receipts under Mineral 
Leasing Act (10-06-5003-806-A): 


401(C) Authority 464,195 
464,195 


9,421 


Budget Authority 
6,124 


24,602 
24,602 


Office of Surface Mining Reclamation & 
Enforcement 


Regulation and technology (10-08-1801-302-A): 
Budget Authority 106,611 5,650 
62,154 3,294 
Abandoned mine reclamation fund (10-08-5015— 
302-A): 


Budget Authority 10,614 


55,473 2,940 


Bureau of Reclamation 


Loan program (10-10-0667-301-A): 
Budget Authority: 26,967 
Direct Loan 

Limitation 


1,429 


1,525 
879 


28,766 

16,585 

Construction program (10-10-0684—301—A): 
Budget Authority 739,098 
401(C) Authority— 


39,172 


4,000 212 
624,842 33,117 
Lower Colorado River basin development fund (10- 

10-4079-301-A): 

401(C) Authority— 


Off. Coll. . 5,059 


5,059 


95,456 
95,456 


G-R-H Sequester Amounts—Continued 
(in thousands of dollars) 


- Sequester Sequester 
Account Title . fanart 


Upper Colorado River basin fund (10-10-4081-301- 
A): 


401(C) Authority— . 
Off. Coll........ _. 92,875 


32,375 
4,144 220 
3,315 
Emergency fund (10-10-5043-301-A): 
Budget Authority 1,036 55 
627 33 
General investigations (10—10-5060-301-A): 
Budget Authority 14,842 
401(C) Authority— 
CMF. CO iirsccicesesains 75 4 
9,633 511 
Operation and maintenance (10-10-5064—301-A): 
Budget Authority 195,305 10,351 
401(C) Authority— 
CR COR oe Risncscsees 


787 


10,136 537 
161,888 8,580 
General administrative expenses (10—-10-5065-301- 

A): 

Budget Authority 50,339 2,668 
45,305 2,401 
Colorado River Dam Fund, Boulder Canyon Project 

(10-10-5656-301-A): 

401(C) Authority 48,650 
27,877 
Reclamation trust funds, (10-10-8070-301-A): 

401(C) Authority 54,100 2,867 

43,280 2,294 
Miscellaneous permanent appropriations (10—10— 
9922-806-A): 
401(C) Authority 


2,578 
1,477 


282 15 
226 12 


Geological Survey 


Surveys, investigations and research (10-12-0804— 
306—A): 
Budget Authority. 
401(C) Authority 
401(C) Authority— 
1 COR cecccensctccsass 


469,491 24,883 
250 13 


75,405 3,996 
521,421 27,635 
Operation and maintenance of quarters (10-12- 

5055-306-—A): 


401(C) Authority 75 
40 


Bureau of Mines 


Mines and minerals (10-14-0959-306-A): 
Budget Authority 165,878 
106,328 
Helium fund (10—14-4053-306-—A): 
401(C) Authority— 
RS I. sacicsecnintgcianes 


8,792 
5,635 


3,453 183 
3,453 183 


Fish and Wildlife Service 


Resource management (10-18-1611-—303—A): 
Budget Authority 
401(C) Authority— 

WE GE cessstcsaseceess 


19,755 


306 
16,036 


5,776 
302,561 
Construction (10-18—-1612-303-—A): 

Budget Authority 33,007 

6,601 
Land acquisition (10-18-5020-303-A): 
Budget Authority 


1,749 
350 


4,107 
1,845 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


—— ——- 


Account Title 


Operations and maintenance of quarters (10-18- 
A): 


1,736 92 
478 25 


National wildlife refuge fund (10-18-5091—806-—A): 
Budget Authority.......... 6,884 365 
i San 6,040 320 
8,811 467 

Migratory bird conservation account (10—-18-5137-— 

303-A): 

401(C) Authority 1,622 
1,135 


30,600 
21,420 


Sport fish restoration (10-18-8151-303-A): 
401(C) Authority 192,891 
57,867 
Contributed funds (10-18-8216-303-A): 
401(C) Authority 4,165 221 
RR sindertRiciececassecese ; 1,832 97 
Miscellaneous permanent appropriations (10-18— 
9923-303-A): 
401(C) Authority 6,848 
2,054 


10,223 
3,067 


National Park Service 


Operation of the national park system (10-24-—1036- 
303-—A): 
Budget Authority 40,930 
401(C) Authority— 
FIO vncyecsoseccoiee 


772,263 


2,800 148 
577,497 ~ 30,607 


John F. Kennedy Center for the Performing Arts (10- 
24-1038-303-A): 
Budget Authority §,392 286 
4,044 214 
Construction (10-24—1039-303-A): 
Budget Authority 
401(C) Authority— 
a 


8,744 


11,000 583 
35,748 1,895 
National recreation and preservation (10-24-1042- 

303-A): 

Budget Authority. 15,231 807 
11,423 605 
lilinois & Michigan Canal National Heritage-Corridor 

Commissio (10-24—-1043-303-A): 

Budget Authority 14 

7 

Land acquisition (10-24—5035-303-A): 
Budget Authority 
401(C) Authority 


2,401 
1,590 
1,621 


Operations and maintenance of quarters (10-24- 
5049-303-A): 
401(C) Authority 


Historic preservation fund (10-24-5140-303-A): 
Budget Authority 31,598 1,675 
16,279 863 
Miscellaneous permanent appropriations (10-24— 
9924-303-A): 
401(C) Authority 953 
136 


Bureau of Indian Affairs 


Operation of Indian programs (Conservation and land 
management) (10-76-2100-302-A): 
Budget Authority 152,845 

116,168 


8,101 
6,157 


G-R-H Sequester Amounts—Continued 
(in thousands of dollars) 


— Sequester 
Amount 


Operation of indian programs (Area and regional 
development) (10-76—2100—452-A): 
Budget Authority 598,356 31,713 
401(C) Authority— 

CEA SOMS seccssnccsicaseiti 


Account Title 


212 
27,168 


4,000 
512,602 


Operation of Indian programs (Elementary, 
secondary, & vo. ed.) (10-76-2100-501-A): 
279,275 
237,384 


14,802 
12,581 


§,212 
1,199 


98 3 336 
22,617 
Revolving fund for loans (10-76-4409-452-A): 
401(C) Authority— 
A senicasncaesiats 
Direct Loan 


11,070 587 
13,000 689 
24,070 1,276 
Indian loan guaranty and insurance fund (10-76— 
4410-452-A): 
Budget Authority 
Guaranteed Loan 


185 


2,385 
104 


Operations and maintenance of quarters (10-76— 


5051—452-A): 


401(C) Authority 7,000 371 


265 
Cooperative fund (Papago) ( 10-76-8966-452-A): 
401(C) Authority 1,232 65 
Miscellaneous permanent appropriations (Area and 
regional dev.) (10-76-9925-452-A): 
401(C) Authority . is 50,359 2,669 
32,104 1,702 
Miscellaneous permanent appropriations (10-76— 
9925-808-A): 
401(C) Authority 


Office of Territorial Affairs 


Administration of territories (10-82-04 12-808-A): 
Budget Authority 62,289 3,301 
31,833 1,687 
Trust Territory of the Pacific Islands (10-82-0414— 
808~-A): 
Budget Authority 29,458 1,561 
26,218 1,390 
Compact of free association (10-82-0415-808—A): 


Budget Authority 28,345 1,502 
28,345 1,502 


Office of the Secretary 


Salaries and Expenses (10-84—0102-306-—A): 
Budget Authority. $1,127 2,710 
43,458 2,303 
Construction management (10-84—0103-306-A): 
Budget Authority 1,873 99 
1,688 89 
Oil spill emergency fund (10-84-01 19-306-A): 
Budget Authority 7,563 401 
3,782 200 


Office of the Solicitor 


Office of the Solicitor (10-86-0107-306-A): 
Budget Authority 25,756 
23,180 


1,365 
1,229 


Office of Inspector General 
Office of Inspector General (10-88-0104-306-A): 


19,563 1,037 
933 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


ee 


Total, Department of the Interior: 


Sequester 


Account Title A a 


305,634 
401(C) Authority 61,715 
401(C) Authority— 
Ss es wsccesccncecacnsoh 
Direct Loan 
Limitation 
Guaranteed Loan 


255,546 13,543 


41,766 2,214 


45,000 
5,397,585 


Department of Justice 


General Administration 


Salaries and expenses (11-03-0129-751-A): 
Budget Authority. 89,521 4,745 
80,210 4,251 


Office of the Inspector General (11-03-0328-751- 


2,385 
286,073 


9,448 501 
449 


Emergency drug funding (11-03-0331-—751-A): 


Budget Authority 73,556 
21,016 


3,898 
1,114 


United States Parole Commission 


Salaries and expenses (11-04—1061-751-A): 
Budget Authority. 11,358 
9,769 


602 
518 


Legal Activities 


Salaries and expenses, Foreign Claims Settlement 
Commission (11—05—-0100—153-A): 
Budget Authority. 492 26 
357 19 
Salaries and expenses, General legal activities (11- 
05-0128-752-A): 


Budget Authority 13,617 


223,527 11,847 
Fees and expenses of witnesses (11—05-0311-752-— 
A . 


54,082 2,866 
37,911 2,009 
Salaries and expenses, Antitrust Division (11-05- 
0319-752-A): 
2,482 


2,030 

Salaries and expenses, United States Attorneys (11- 
05~-0322-752-A): 

Budget Authority 479,917 25,436 

422,327 22,383 


Salaries and expenses, United States Marshals 
Service (11-05-0324-—752-A): 
Budget Authority 213,857 
401(C) Authority— 


): 
Budget Authority 


46,834 


11,334 


218 
10,419 


4,108 
196,579 


Independent counsel (11-05-0327-752-A): 
401(C) Authority 6,000 
6,000 
Salaries and expenses, Community Relations 
Service (11-05-0500-752-A): 
Budget Authority. 28,923 1,533 
24,586 1,303 
Support of United States prisoners (11-05-1020- 


752-A): 
Budget Authority 114,089 6,047 
68,454 3,628 


Assets forfeiture fund (1 1-05-5042-752-A): 
75,391 
237,729 
125,248 


318 
318 


3,996 
12,600 
6,638 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Account Title ee Sequester 


United States trustees system fund (11-05-5073— 
752-A): 
Budget Authority 2,619 


2,357 


49,424 
44,481 


Federal Bureau of Investigation 


Salaries and expenses (11-10-0200-751-A): 
Budget Authority. 
401(C) Authority— 

ROUE. WITEe chat bevscsccttones 


79,534 


24,354 
1,224,865 


1,291 
64,918 


Drug Enforcement Administration 


Salaries and expenses (11-—12-1100-751-A): 
Budget Authority 556,591 
401(C) Authority— 
MII SIE. cccsesctceteconas 


29,499 


1,500 80 
418,943 22,204 


Immigration and Naturalization Service 


Salaries and expenses (11-15-1217-751-A): 
Budget Authority 856,888 
401(C) Authority— 

BO MOO. sasisctigcdeasecng 


45,415 


202 
36,534 


3,817 
689,327 
Immigration legalization (11-15-5086-751-A): 

401(C) Authority .. 54,792 

54,792 
Immigration user fee (11-15-5087-751-A): 
401(C) Authority .. 105,000 5,565 
104,900 5,560 
Immigration examinations fee (11-15-5088-751-A): 


401(C) Authority... 54,000 2,862 
54,000 2,862 


2,904 
2,904 


Federal Prison System 


Buildings and facilities (11-20-1003—753-A): 
Budget Authority 312,789 16,578 
28,696 1,521 
National institute of Corrections (11-20-1004—754— 
A): 
Budget Authority... 9,957 528 
3,983 211 


Salaries and expenses (11-20-1060-753-A): 
Budget Authority 991,658 
401(C) Authority— 

Off. Coll. ....... aa 


52,558 


12,746 676 
933,005 49,449 


Federal Prison tinaniee, Incorporated (11-20- 
4500-753-A): 
Budget Authority 
Obligation limitation..... 


20,720 1,098 
2,857 151 
23,577 1,250 


Office of Justice Programs 


Justice assistance (11-21-0401-754-A): 
Budget Authority 335,006 
123,251 
Crime Victinis Fund (11-21-5041-754-A): 
401(C) Authority 125,000 
62,500 


Total, Department of Justice: 
Budget Authority 6,088,068 
401(C) Authority ee §82,521 
401(C) Authority—" 
cA ee 
Obligation limitation..... 


46,525 
2,857 
5,029,075 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Account Title Segue Seqneeer 


Department of Labor 


Employment and Training Administration 


Program administration (12-05-0172-504—A): 
Budget Authority 73,822 
58,423 


3,913 
3,096 


Training and employment services (12-05-0174— 
504—A): 


3,872,772 205,257 
149,102 7,902 

Community service employment for older Americans 
(12-05-0175-504-A): 
Budget Authority 


Budget Authority 


356,202 18,879 
65,339 3,463 


State unemployment insurance and employment 
services (12-05-0179-504—A): 
Budget Authority 23,371 1,239 
5,575 295 
Federal unemployment benefits and allowances (12- 
05-0326-504-A): 
Budget Authority 


80,000 4,240 


1,272 


Federal unemployment benefits and allowances (12- 
05-0326-603-A): 


Budget Authority 10,812 


10,812 


Unemployment trust fund (Training and employment) 
(12-05-8042-504—A): 
Obligation limitation 57,400 

24,026 


1,083,023 
453,321 

Unemployment trust fund (Unemployment 
compensation) (12-05-8042-603-A): 
401(C) Authority 129,100 
Obligation limitation 1,735,999 


6,842 
92,008 
98,850 


Labor-Management Services 


Salaries and expenses (12-10-0104-505-A): 
Budget Authority 75,218 
63,875 


3,987 
3,385 


Pension Benefit Guaranty Corporation 


Pension Benefit Guaranty Corporation fund (12-12- 
4204-601-A): 
Obligation limitation 


72,588 3,847 


3,847 


Employment Standards Administration 


Salaries and expenses (12-15-0105-505-A): 
Budget Authority 221,051 
401(C) Authority— 
k 1,500 80 


191,162 10,132 


Black lung disability trust fund (12—15-8144-601-A): 
Budget Authority 58,743 3,113 
58,743 3,113 
Special workers’ compensation experises (12-15- 
9971-601-A): 
539 2s 
29 


11,716 


Obligation limitation..... 


Occupational Safety and Health 
Administration 


Salaries and expenses (12-—18-0400-554-A): 


Budget Authority 257,728 
230,073 


Mine Safety and Health Administration 


Salaries and expenses (12—19—1200-554-A): 
Budget Authority 169,712 
153,912 


13,660 
12,194 


8,995 
8,157 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


: uester Sequester 
Account Title . ‘Amount 


Bureau of Labor Statistics 


Salaries and expenses (12-20-0200-505-A): 
Budget Authority 195,752 
401 ae) Authority— 
ff. Coll. 


10,375 


1,100 58 
167,608 8,883 


Departmental Management 


Inspector General salaries and expenses (12—25— 
0106-505-—A): 
Budget Authority 


41,208 2,184 


1,901 

Salaries and expenses (12-25-0165—505-A): 
Budget Authority 123,464 
101,981 


Total, Department of Labor: 
Budget Authority 5,753,043 
401(C) Authority 129,100 
401(C) Authority— 
CT prsiaseseicwrst 
Obligation limitation 


6,544 
5,405 


304,914 
6,842 


2,600 138 
2,892,149 153,284 
3,901,215 206,762 


Department of State 


Administration of Foreign Affairs 


Salaries and expenses (14-05-01 13-153-A): 
Budget Authority 1,860,119 98,586 
.. 1,469,494 77,883 
Protection of taller missions and officials (14-05— 
0520-153-A): 


Budget Authority 9,428 500 


3,809 202 
Emergencies in the diplomatic and consular service 
(14-05-0522-153-A): 
Budget Authority 
Direct Loan 
Limitation 


4,662 247 
626 33 
145 


Payment to the American Institute in Taiwan (14-05- 
0523-153-A): 


Budget Authority 598 


442 


11,282 

8,337 

Acquisition and maintenance of buildings abroad 
(14-05-0535-153-A): 


Budget Authority 13,193 


45, '803 2,428 


Representation idaienninaa (14-05-0545-—153-A): 


Budget Authority 4,755 
4,151 


252 
220 


International Organizations and 
Conferences 


Contributions for international peacekeeping activities 
(14-10-1124-153-A): 


Budget Authority 30,044 1,592 


30,044 1,592 


International conferences and contingencies (14-10- 
1125-153-A): 
Budget Authority. 6,217 330 


4,228 224 


Contributions to international organizations (14—10- 
1126-153-A): 
Budget Authority 
401(C) Authority— 

COE CA instinct ssscsisas 2 


26,682 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


‘ uester Sequester 
Account Title ° ‘Amount 


International Commissions 


Salaries and expenses, IBWC (14-15-1069-301-A): 
Budget Authority 10,707 5€7 
9,636 511 
Construction, IBWC (14-—15-1078-301-A): 
Budget Authority 3,285 174 
1,643 87 
American sections, international commissions (14- 
15-1082-301-A): 
Budget Authority 4,489 238 
3,524 187 
iriternational fisheries commissions (14-15-1087- 
302-A): 
Budget Authority 579 
579 


10,928 


United States emergency refugee and migration 
assistance fund (14-25-0040-151-A): 
Budget Authority. 51,800 

25,900 

Anti-terrorism assistance (14-25-0114-—152-A): 

Budget Authority 10,194 540 
8,156 432 

Soviet-East European research and training (14-25— 
0118-153-A): 

Budget Authority 253 
253 


_ Payment to the Asia Foundation (14-25-0525-154— 
A): 
Budget Authority 


2,745 
1,373 


4,766 


14,193 752 
14,193 752 


International narcotics control (14-25-1022-151-A): 
Budget Authority 104,683 5,548 
31,405 1,664 
Migration and refugee assistance (14—25-1143-151— 


A): 


Budget Authority 478,590 25,365 


335,013 17,756 


U.S. bilateral science and technology agreements 
(14-25-1151-153-A): 
Budget Authority. 2,072 110 


2,072 110 


Fisherman's guaranty fund (14—25-5121-376—A): 
Budget Authority 1,787 95 
1,787 95 
International Center, Washington, D.C. (14-25- 
5151-153-A): 
401(C) Authority 


Total, Department of State: 
Budget Authority 
401(C) Authority 
401(C) Authority— 
Off. Coll. 


3,376,367 
1,284 


Limitation 33 
2,497,141 132,350 


Department of Transportation 


Federal Highway Administration 


Access highways to public recreation areas on 
certain lakes (21-05-0503-401-A): 
Budget Authority 1,337 
267 


Motor carrier safety (21-05-0552-401-A): 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Account Title ester Sequester 
e 


Railroad-highway crossings demonstration projects 
(21-05-0557-401-A): 
Budget Authority 


Trust fund share of other highway programs (21-05- 
8009-401-A): 
Budget Authority 277 


55 
Baltimore-Washington Parkway (21-05-8014—401-— 
A): 
Budget Authority 


§,221 


13,287 704 
2,657 141 


Highway safety research and development (21—05- 
8017-401-A): 
Budget Authority 334 
67 


Highway-related safety grants (21-05-8019-401-A): 
401(C) Authority 530 
Obligation limitation 516 

91 

Motor carrier safety grants (21-05-8048-401-A): 
401(C) Authority 60,000 3,180 
Obligation limitation 62,160 3,294 

23,960 1,270 

Federal-aid highways (21-05-8083-401-A): 
401(C) Authority 13,850,959 
Obligation limitation 12,432,000 658,896 

2,263,118 119,945 

Right-of-way revolving fund (trust revolving fund) 
(21-05-8402-401-A): 
Direct Loan 


734,101 


2,536 
2,536 
Miscelianeous appropriations (21-05-9911—401—A): 
Budget Authority 56,592 2,999 
11,319 600 


Miscellaneous trust funds—Highway (21-05-9972- 


401-A): 
Budget Authority 65,395 3,466 
13,079 693 


National Highway Traffic Safety 
Administration 


Operations and research (21-10-0650-401-A): 
Budget Authority 70,559 3,740 
43,988 2,331 
Trust fund share of operations and research (21-10- 
8016-—401-—A): 
Budget Authority 31,950 1,693 
19,232 1,019 


State and community highway safety grants (21-10- 
8020-401-—A): 
401(C) Authority 
Obligation limitation..... 


6,678 
6,918 
2,837 


130,536 
53,520 


Federal Railroad Administration 


Northeast corridor improvement program (21-16— 
0123-401-A): 
Budget Authority 20,306 1,076 


215 


Office of the Administrator (21-16-0700—401-A): 
Budget Authority 21,800 1,155 
20,710 1,098 
Railroad safety (21-16-0702-401-A): 
Budget Authority 29,021 1,538 
23,217 1,230 
Grants to National Railroad Passenger Corporation 
(21-16-0704-401-A): 
32,066 


Budget Authority 605,024 
28,860 
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G-R-H Sequester Amounts—Continued 


(In thousands of dollars) 


Account Title ee Sey 


Freighiline rehabilitation (21-16-0713-401-A): 
Budget Authority 6,216 329 
Outlays 3,730 198 

Railroad safety research and development (21-16— 
0745-401-A): 
Budget Authority 510 


306 


9,629 


Commuter rail service (21-16-0747-401-A): fj 
Budget Authority 4,662 247 
513 27 


Urban Mass Transportation 
Administration 


Urban mass transportation fund, administrative 
expenses (21-20-1120—401-A): 
Budget Authority 33,255 1,763 
29,930 1,586 
Research, training and human resources (21-20- 
1121-401-A): 
Budget Authority 549 
110 


interstate transfer grants (21-20—1127-401-A): 
Budget Authority 207,200 10,982 
4,144 220 
Washington metro (21-20—1128-401-A): 
Budget Authority 174,048 
41,046 
Formula grants (21-20-1129-401-A): 
Budget Authority 1,662,780 
544,502 
Discretionary grants (21-20-8191—401-A): 
401(C) Authority 1,300,000 
Obligation limitation 1,181,000 
59,050 


10,360 


9,225 
2,175 


88,127 
28,859 


68,900 
62,593 
3,130 


Federal Aviation Administration 


Operations (21-25-1301-—402-A): 
Budget Authority 
401(C) Authority— 

RPI TOD. gates ressiesesez 


162,353 


14,650 776 
2,651,216 140,514 


Headquarters administration (21-25-1302-402-A): 

Budget Authority 38,284 2,029 

33,690 1,786 
Aircraft purchase loan guarantee program (21-25- 
1399-402-A): 
Budget Authority 8 
8 
Trust fund share of FAA Operations (21-25-8104— 

402-A): 

Budget Authority 26,129 
493,001 26,129 
Grants-in-aid for airports (Airport and airway trust 

fund) (21-25-8106-402-A): 

Budget Authority 6 

401(C) Authority 90,100 

Obligation limitation J 76,871 
217,216 11,512 
Facilities and equipment (Airport and airway trust 

fund) (21-25-8107-402-A): 
i 76,021 

“a — 

45,327 2,402 
181,433 9,616 
Research, engineering & development (Airport & 
airway trust fn (21-25-8108-402-A): 
8,785 


4016) Authrity— eS “ 


102,056 5,409 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester 
Amount 


Account Title S — 


Coast Guard 


Operating expenses (21-30-0201-403-A): 
Budget Authority 2,029,694 
401(C) Authority— 

Ce GE ndcccheeene 


107,574 


5,181 275 
1,702,005 90,206 


Acquisitior., construction, and improvements (21-30- 
0240-403-A): 

21,150 

43,897 2,327 


Retired pay (Coast Guard) (21-30-0241-403-A): 
Budget Authority 45,050 2,388 
45,050 2,388 
Reserve training (21-30-0242-403-A): 
Budget Authority 69,411 3,679 
60,823 3,224 
Research, development, test, and evaluation (21- 
30-0243-—403-A): 
Budget Authority 19,500 
6,669 
Alteration of bridges (21-30-0244-403-A): 
Budget Authority 14,000 742 
1,700 90 
Coast Guard shore facilities (21-30-0246—403-A): 
Budget Authority 52,111 2,762 
5,729 _ 304 
Offshore oil pollution compensation fund (21-30— 
5167-304—A): 
Obligation limitation 62,160 3,294 
Pollution fund (21-30-5168-304—A): 
401(C) Authority . 


1,034 
353 


302 
93 
Deepwater port liability fund (21-30-51 70-304-—A): 
Obligation limitation 51,800 2,745 
Boat safety (21-30-8149-403-A): 
Budget Authority 62,160 
Obligation limitation 31,080 
42,393 


3,294 
1,647 
2,247 


Maritime Administration 


Ready reserve force (21-35-1710-403-A): 
i 114,740 
97,527 


Operations and training (21-35-1750—403-A): 
Budget Authority. 68,974 3,656 
58,628 3,107 
Federal ship financing fund (21-35-4301-—403-A): 
Obligation limitation 3,730 198 
3,544 188 


6,081 
5,169 


Saint Lawrence Seaway Development 
Corporation 
Saint Lawrence Seaway Development Corporation 
(21-40-4089--403--A): 
53 
53 


Operations and maintenance (21—40-8003-403-A): 
i 11,573 613 
11,573 613 


Office of the Inspector General 


Salaries and expenses (21-45-0130—407-A): 
Budget Authority 30, 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester Sequester 


Account Title ° ‘Amount 


Research and Special Programs 
Administration 


Research and special programs (21-50-0104-—407- 
A): 
Budget Authority 15,409 817 


10,167 539 


Pipeline safety (21-50-51 72-407-A): 
Budget Authority 512 


486 


Office of the Secretary 


Salaries and expenses (21-55-0102-407-A): 
Budget Authority 56,868 3,014 
50,498 2,676 
Transportation planning, research, and development 
(21-55-0142-407-A): 
Budget Authority 5,825 309 
2,312 123 
Payments to air carriers, DOT (21-55-0150-402-A): 
Budget Authority 32,738 1,735 
26,190 1,388 
Working capital fund (21-55-4520-407-A): 


Budget Authority 3,315 176 
3,315 176 


Total, Department of Transportation: 
Budget Authority 11,300,965 
401(C) Authority 17,052,659 
401(C) Authority— 

IS ccsiscidctnitchan 
Obligation limitation 
Direct Loan 

Limitation 


598,951 
903,791 


66,658 
15,414,610 


3,532 
816,972 


2,536 
513,048 


47,850 
9,680,152 


Department of the Treasury 


Departmental Offices 


Salaries and expenses (15-05-0101—803-A): 
Budget Authority 85,158 
401(C) Authority— 

SR A hacks ccntiecces 


4,513 


5,123 272 
78,785 4,176 


Federal Law Enforcement Training Center 


Salaries and expenses (15-08-0104—751-A): 
Budget Authority 36,095 1,913 
32,486 1,722 
Acquisitions, construction, improvements, & related 
expenses (15-08—-0105-751-A): 
Budget Authority 1,098 
461 


Financial Management Service 


Salaries and expenses (15—10—1801-—803-A): 
Budget Authority 287,979 15,263 
244,783 12,973 
Payments to the Farm Credit System Financial Asst. 
Corp. (15-10-1850-351-A): 
Budget Authority 70,793 3,752 
70,793 3,752 


Saint Lawrence Seaway toll rebate program (15-10— 

8865-808-—A): 
Budget Authority: 11,086 588 
10,965 581 


Bureau of Alcohol, Tobacco and Firearms 


Salaries and expenses (15-13—1000-751-A): 


Budget Authority 251,319 
226,187 


13,320 
11,988 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester Sequester 


Account Title . Aeccuant 


United States Customs Service 


Salaries and expenses (15-15-0602-751-A): 
Budget Authority 1,078,053 
401(C) Authority... 116,584 6,179 

1,015,441 53,818 

Operation and maintenance, air interdiction program 
(15-15-0604—751-A): 
Budget Authority 


57,137 


154,635 
i 85,049 


Customs forfeiture fund (15—15-5693-803-A): 
Budget Authority 10,360 
401(C) Authority ... 35,000 1,855 
45,360 2,404 
Customs services at small airports (15-15-5694— 
808-A): 
Budget Authority 


8,196 
4,508 


549 


88 
88 


Refunds, transfers and expenses, unclaimed and 
seized goods (15-15-8789-803-A): 
401(C) Authority 922 


922 


Bureau of Engraving and Printing 


Bureau of Engraving and Printing fund (15-20- 
4502-803-A): 
401(C) Authority— 
NO BaR son ianccsediocn’ 333,809 


333,809 


United States Mint 


Salaries and expenses (15-25-1616-803-A): 
49,025 


17,692 
17,692 


2,598 


5,828 
7,514 


109,957 
141,775 


Bureau of the Public Debt 


Administering the public debt (15-35-0560-803-A): 
Budget Authority. 227,283 12,046 
183,872 9,745 


Internal Revenue Service 


Salaries and expenses (15—45—0911—803-—A): 
Budget Authority 90,704 4,807 
67,835 3,595 
Processing tax returns and executive direction (15— 
45-0912-803-A): 
Budget Authority 1,812,395 96,057 
1,486,164 78,767 


Examinations and appeals (15-45-0913—803-A): 
Budget Authority 2,017,419 106,923 
1,835,851 97,300 

Investigation, collection, and taxpayer service (15— 

45-0914-803-A): 
Budget Authority 79,329 
1,347,097 71,396 
Federal tax lien revolving fund (15-45-44 13-803-A): 

401(C) Authority— 
OU I ciscecscccehicsien 448 


448 


8,451 
8,451 


United States Secret Service 


Contribution for annuity benefits (15-55-1407-751- 
A): 
401(C) Authority 954 


954 , 


18,000 
18,000 
Salaries and expenses (15-55-—1408-751-A): 


Budget Authority. 372,551 
316,668 


19,745 
16,783 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Account Title — Sequester 


se Amount 


Total, Department of the Treasury: © 
Budget Authority 8,074,010 
401(C) Authority 
401(C) Authority— 

I cinsprcetesacosse 


427,922 
9,910 


457,340 
7,577,136 


24,240 
401,587 


Department of Veterans Affairs 


Veterans Benefits Administration 


Readjustment benefits (29-10-0137-702-A): 
Budget Authority 241,926 12,822 
227,833 12,075 
Burial benefits and miscellaneous assistance (29- 
10-0155-701-A): 
Budget Authority 143,612 7,611 
138,228 7,326 
Direct loan revolving fund (29-10-4024—704-A): 
Direct Loan 


Limitation 1,000 53 


Veterans Health Services and Research - 


Administration 


Grants to the Republic of the Philippines (29-20- 
0144-703-A): 
Budget Authority 518 27 
Medica! administration and miscellaneous operating 
expenses (29-20—0152-703-A): 
Budget Authority 49,942 
31,418 
Medical care (29-20-0160-703-A): 
Budget Authority 845,845 
716,938 
Medical care (29-20-0160-703-G): 
Budget Authority— 
Spec. Rules 
401(C) Authority— 


2,647 
1,665 


44,830 
37,998 


210,020 


406 406 
180,777 180,777 


Medical and Prosthetic research (29-20-0161-703- 


219,827 11,651 
166,189 8,808 
Medical center research organizations (29-20-4026— 
703-A): 
401(C) Authority— 
SRS MI Snecctesscigesttor 


A): 
Budget Authority 


238 
238 


4,500 
4,500 


Departmental Administration 


Construction, major projects (29-30-01 10-703-A): 
Budget Authority 370,929 19,659 
6,650 352 
Construction, minor projects (29-30-01 11-703-A): 
Budget Authority 100,956 5,351 
42,011 2,227 
General operating expenses (29-30-0151-705-A): 
Budget Authority . 830,611 44,022 
764,162 40,501 
Grants for construction of state extended care 
facilities (29-30-0181-—703-A): 
Budget Authority 43,512 
Grants for the construction of State veterans 
cemeteries (29-30-0183—705-A): 
Budget Authority . 9,324 494 
942 50 
Parking garage revolving fund (29-30-4538-703-A): 
Budget Authority 26,936 1,428 


Total, Department of Veterans Affairs: 
Budget Authority 2,883,938 
Budget Authority— 

Spec. Rules 


2,306 


152,848 


210,020 210,020 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Account Title ee Sequester 


se Amount 


401(C) Authority— 
EMRE socceciciotesenies 

401(C) Authority— 
Spec. Rules 

Direct Loan 
Limitation 


406 406 
1,000 53 
2,279,648 292,017 


Environmental Protection Agency 


Construction grants (20-00-0103-304-A): 
Budget Authority 2,020,000 107,060 
34,000 1,802 
Research and development (Energy supply) (20-00- 
0107-271-A): 
Budget Authority 52,061 
18,221 
Research and development (Pollution contro! and 
abatement) (20-00-0107-304-A): 
Budget Authority 157,729 8,360 
59,937 3,177 
Abatement, control, and compliance (20-00-0108- 
304A): 
Budget Authority 


2,759 
966 


745,847 
332,493 
Buildings and facilities (20~00-0110-304—A): 
Budget Authority 8,288 439 
1,445 77 
Salaries and expenses (20-00-0200-304-A): 
Budget Authority 849,682 
401(C) Authority— 
SUI uphecsvssncetsvce 


39,530 
17,622 


45,033 


3,808 202 
734,534 38,930 


Payment to the hazardous substance superfund (20- 
00-0250-304-A): 
Budget Authority 155,400 8,236 
Registration and expedited processing revolving fund 
(20-00-4310-304-A): 
401(C) Authority— 
Off. Coll. . 742 


742 


14,000 

14,000 

Revolving fund for certification and other services 
(20-00-431 1-304—A): 
401(C) Authority— 

| aS 1,200 64 

1,200 64 

Hazardous substance superfund (20-00-81 45-304— 
A): 
Budget Authority 
401(C) Authority— 


1,462,021 77,487 

13,200 
198,101 10,499 
363,147 19,247 


Leaking underground storage tank trust fund (20- 
00-8 153-304-A): 
Budget Authority 
Obligation limitation... 


700 


51,839 2,747 
5,219 277 
7,776 412 


Total, Environmental Protection Agency: 
Budget Authority . 5,502,867 
401(C) Authority— 

Ss Sevaceseeininsione> 
Obligation limitation..... 


291,651 


32,208 
203,320 


1,708 


General Services Administration 


Real Property Activities 


Federal buildings fund (23-05-4542-804-A): 
401(C) Authority— 
OR, OOM. co ssecse Seine. 
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G-R-H Sequester Amounts—Continued 


(In thousands of dollars) 


Sequester Sequester 


Account Title 28 fanart 


Personal Property Activities 


Federal supply service (23-10-01 16-804-A): 
Budget Authority 49,150 2,605 
31,800 1,685 
Expenses of transportation audit contracts (23-10- 
5250-804—A): 
401(C) Authority 822 
806 


15,500 
15,214 


Information Resources Management 
Service 


Operating expenses, information resources 
management service (23-15-0900-804—A): 
Budget Authority 33,206 

21,684 


Federal Property Resources Activities 


Operating expenses, federal property resources 
service (General) (23-25-0533-804-A): 
Budget Authority 11,253 

7,247 

Real property relocation (23-25-0535-804-A): 

Budget Authority 4,144 
2,172 

Expenses, disposal of surplus real and related 
personal proper (23-25-5254-804-A): 
401(C) Authority 3,800 

2,865 


596 
384 


220 


General Activities 


Allowances and office staff for former Presidents 
(23-30-0105-802-A): 
Budget Authority 1,073 57 
939 50 

Expenses, presidential transition (23-30-0107-802- 
A): 

Budget Authority. 4,921 261 


4,921 261 
Office of Inspector General (23-30-0108-804-A): 
Budget Authority 26,094 1,383 
22,180 1,176 
General management and administration, salaries 
and expenses (23-30-01 10-804-A): 
Budget Authority 125,916 6,674 
86,127 4,565 
Consumer information center fund (23-30-4549- 
376-A): 
Budget Authority 75 
401(C) Authority— 
I RI etshesesnepesstes 536 28 
Outlays... ade 74 4 


Total, General Services Administration: 
Budget Authority 257,167 
401(C) Authority 19,300 
401(C) Authority— 

ON. OO... sinisswsenicacdse 


13,631 
1,023 


288 
10,607 


5,436 
200,123 


National Aeronautics and Space 
Administration 


Research and program management (Space flight) 
(26-00-0103-253-—A): 
Budget Authority 
401(C) Authority— 

eee 


50,926 


5,000 265 
829,418 43,959 


Research & program management (Space science, 
applications, etc) (26-00-0103-—254-A): 
Budget Authority 625,862 

534,486 


33,171 
28,328 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester Sequester 


Account Title 36 ‘Amount 


Research & program management (Supporting 
space activities) (26-00-0103-255-A): 
74,221 
63,311 


Research and program management (Air 
transportation) (26-00-0103-402-A): 
Budget Authority 345,027 18,286 

294,653 15,617 

Space Flight, Control, and Data Comm. (26-00- 
0105-250-A): 

401(C) Authority— 
Off. Coll. 


3,934 
3,355 


444 
444 
Space Flight, Control, and Data Conn, (space flight) 
(26-00-0105-253-A): 
Budget Authority. 3,640,400 192,941 
2,566,482 136,024 
Space Flight, Control, and Data Comm. (supporting 
act.) (26-00-0105-255-A): 
Budget Authority 
401(C) Authority... 


815,962 

47,935 2,541 
430,828 22,834 
Construction of facilities (Space flight) (26-00-0107- 


253-A): 
Budget Authority.. 


43,246 


76,042 
4,943 


Construction of facilities (Space science, 
applications, etc) (26-00-0107-254-A): 
Budget Authority 


4,030 
262 


626 

768 41 
Construction of facilities (Supporting space activities) 
(26-00-0107-255-A): 
Budget Authority 142,761 7,566 
9,279 492 


Construction of facilities (Air transportation) (26-00-— 
0107-402-A): 
Budget Authority 54,390 2,883 


3,535 187 


Research and development (Space flight) (26-00- 
0108-253-A): 
Budget Authority 
401(C) Authority— 
Off. Coll. wn 


1,630,664 86,425 


306 
41,790 


5,781 
788,499 


Research and development (Space science, 
applications, etc) (26-00-0108-254-A): 
Budget Authority 2,263,556 

1,152,150 

Research and development (Supporting space 
activities) (26-00-0 108-255-A): 

Budget Authority 


119,968 
61,064 


1,032 
664 


Research and development (Air transportation) (26- 
00-0108-402-A): 
Budget Authority 450,556 23,879 


230,189 12,200 


Science, Space and Technology Education Trust 
Fund (26-00-8978-503-A): 


401(C) Authority 1,000 


53 

53 

Total, National Aeronautics and Space 
Administration: 
Budget Authority 
401(C) Authority 
= a 


11,111,588 
48,935 


588,913 
2,594 


19,149 
6,930,431 


1,015 
367,314 


Office of Personnel Management 
Salaries and expenses (27-00-0100—805-A): 


Budget Authority 112,620 
106,989 


5,969 
5,670 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Account Tiiie — Sequester 


Government payment for annuitants, employees 
health benefits (27-00-0206-551-A): 
Budget Authority. 3,780,169 200,349 


Government payment for annuitants, employ. life 
insur. benefit (27-00—-0500-602-A): 
Budget Authority 143 


111 


Revolving fund (27~00-4571-805-A): 
401 nc) Authority— 
ff. Coll. 1,167 62 

1,167 62 


Civil service retirement and disability fund (27-00—- 
8185-602-A): 
Obligation limitation 3,682 

3,682 


69,463 
69,463 


Employees life insurance fund (27-00-8424-602-A): 
Obligation limitation 772 41 
772 41 


Employees health benefits fund (27-00-8440-551- 
A): 


564 
564 


Obligation limitation..... 10,650 


10,650 
Retired employees health benefits fund (27-00- 
8445-551-A): 
Obligation limitation 130 7 
130 7 


Total, Office of Personne! Management: 
Budget Authority 3,895,489 

- 401(C) Authority— 
Off. Coll. ..... 


206,461 


1,167 62 
81,015 4,294 
191,271 10,137 


Small Business Administration 


Salaries and expenses (28—-00-0100-376-A): 
Budget Authority 338,790 
304,911 
Disaster loan fund (28-00-4153—453-A): 
Direct Loan 
Limitation 250,000 13,250 
Business loan and investment fund (28-00-4154— 
376-A): 
Budget Authority 
Direct Loan 
Limitation 
Guaranteed Loan 


17,956 
16,160 


84,952 4,502 


84,952 4,502 
3,925,000 
33,980 
Surety bond guarantees revolving fund (28-00- 
4156-376-A): 
Guaranteed Loan 
Limitation 
Total, Small Business Administration: 
Budget Authority 423,742 
Direct Loan 
Limitation 
Guaranteed Loan 


208,025 
1,801 


68,635 


22,458 
334,952 17,752 


5,220,000 
338,891 


276,660 
17,961 


Other Independent Agencies 


ACTION 


Operating expenses (30-01-0103-506-A): 
Budget Authority 176,944 
107,228 


9,378 
5,683 


Administrative Corference of the United 
States 


Salaries and expenses (30-02—1700-751-A): 
Budget Authority 94! 103 


82 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


ee 


Advisory Committee on Federal Pay 


Account Title 


* Salaries and expenses (30-05—1800-805-A): 


Budget Authority 11 
11 


Advisory Council on Historic Preservation 


Salaries and expenses (30-10-2300-303-—A): 
Budget Authority 1,855 98 
1,669 88 


American Battle Monuments Commission 


Salaries and expenses (30—12-0100-705-A): 
Budget Authority: 15,736 
13,376 


834 
703 


Architectural & Transportation Barriers 
Compliance Board 


Salaries and expenses (30-14-3200-751-A): 
Budget Authority 1,970 104 
1,517 80 


Arms Control and Disarmament Agency 


Arms control and disarmament activities (30-17-— 
0100-153-A): 
Budget Authority. 


32,294 1,712 


1,455 


Barry Goldwater Scholarship Foundation 


Barry Goldwater Scholarship and Excellence in 
Educ. Foundation (30-18-8281-502-A): 
401(C) Authority 


Board for International Broadcasting 


Grants and expenses (30-19—1145-154~A): 
Budget Authority 202,052 
200,031 
Israel Relay Station (30-19-1146—154—A): 
Budget Authority 34,188 
34,188 


10,709 
10,602 


1,812 
1,812 


Commission of Fine Arts 


Salaries and expenses (30-32-2600—451-—A): 
Budget Authority 26 
24 
National capital arts and cultural affairs (30-32- 
2602-503-A): 
Budget Authority 5,180 
5,180 


Commission on Civil Rights 


Salaries and expenses (30-35—1900—751-A): 
Budget Authority 5,910 
5,023 


313 
266 


Committee for Purchase from the Blind & 
others 


Salaries and expenses (30-37—2000-505-A): 
Budget Authority. 48 
808 43 


Commodity Futures Trading Commission 


Commodity Futures Trading Commission (30-38—- 
1400-376-A): 
Budget Authority 1,920 


1,635 


36,224 
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G-R-H Sequester Amounts—Continued 


(In thousands of dollars) 


Sequester 


Amount 


7 Sequester 
Account Title Base 


Consumer Product Safety Commission 


Product safety (30-41-0100-554-A): 
Budget Authority 
401(C) Authority— 

Off. Coll. sa 


1,907 


10 1 
1,621 


Corporation for Public Broadcasting 


Public broadcasting fund (30-42-0151-503-—A): 
401(C) Authority 232,648 12,330 
232,648 12,330 


Court of Veterans Appeals 


Salaries and expenses (30-43-0300-705-A): 
Budget Authority 3,250 172 
2,762 146 


District of Columbia 


Federal payment to the District of Columbia (30-45-— 

1700-806—A): 
Budget Authority 445,998 23,638 
445,998 23,638 


Federal payment to the District of Columbia (30-45- 
1700-806-B): 
Budget Authority 33,193 1,759 

33,193 1,759 

Federal payment to the District of Columbia (30-45- 
1700-806-C): 
Budget Authority. 53,945 2,859 


53,945 2,859 


Federal payment to the District of Columbia (30-45- 
1700-806-—D): 
Budget Authority. 20,720 1,098 

20,720 1,098 

Federal payment to the District of Columbia (30-45- 
1700-806-E): 
Budget Authority 3,419 181 


3,419 181 


Equal Employment Opportunity 
Commission 
Salaries and expenses (30-46-0100-751-A): 


Budget Authority 188,444 
165,783 


9,988 
8,786 


Export-Import Bank of the United States 


Export-Import Bank of the United States (30-48- 
4027-155-A): 
Budget Authority 
Obligation limitation 
Direct Loan 

Limitation 
Guaranteed Loan 


113,960 
21,280 


6,040 
1,128 
720,020 38,161 


10,567,200 
57,682 


560,062 
3,057 


Farm Credit Administration 


Revolving fund for administrative expenses (30-52- 
4131-351-A): 
Obligation limitation 1,935 

1,935 


36,513 
36,513 


Farm Credit Systems Financial 
. Assistance Corporation 
Farm credit assistance Fund (30-54—4133-351-A): 


401(C) Authority 635,000 33,655 
31,434 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester 
Amount 


Account Title — 


Financial assistance corporation trust fund (30-54— 
8202-351-—A): 
401(C) Authority 


Federal Communications Commission 


Salaries and expenses (30-60-0100-376-A): 
Budget Authority 103,996 
97,756 


80,705 4,277 


5,512 
5,181 


Federal Election Commission 


Salaries and expenses (30-65—1600-808-A): 
Budget Authority 16,093 853 
14,484 768 


Federal Emergency Management Agency 


Salaries and expenses (Defense-relatedactivities) 
(30-67-0100-054-A): 
Budget Authority 71,705 


base 64,535 


Salaries and expenses (Disaster relief and 
insurance) (30-67—0100-453-A): 
Budget Authority. 71,513 
64,362 
Emergency planning and assistance (Defense- 
related activities) (30-67-0101-054-A): 
265,479 14,070 
146,013 7,739 


Emergency planning and assistance (Community 
development) (30-67—0101—453-A): 
Budget Authority 27,126 1,438 
ot 14,919 791 
Emergency food and shelter (30-67-0103-605-A): 
Budget Authority 130,788 6,932 
130,788 6,932 
Disaster relief (30-67-0104—453-A): 
Budget Authority 103,600 5,491 
41,440 2,196 
National insurance development fund (30-67-4235- 
451-A): 
401(C) Authority 12 
12 


3,800 
3,420 


3,790 
3,411 


Federal Labor Relations Authority 


Salaries and expenses (30-70-0100—805-A): 
Budget Authority 18,305 
15,261 


Federal Maritime Commission 


Salaries and expenses (30—72-0100—403-A): 


Budget Authority 14,175 
12,758 


Federal Mediation and Conciliation 
Service 


Salaries and expenses (30-76-0100—505-A): 


Budget Authority. 26,931 
24,472 


1,427 
1,297 


Federal Mine Safety and Heaith Review 
Commission 
Salaries and expenses (30-79-2800-554-—A): 


Budget Authority 4,205 223 
3,901 207 


Federal Trade Commission 


Salaries and expenses (30-84—0100-376-A): 
Budget Authority 69,111 
67,728 


3,663 
3,590 
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G-R-H Sequester Amounts—Continued 
(In thousands of doilars) 


, Sequester Sequester 
Account Title e Amount 


Harry S Truman Scholarship Foundation 


Harry S Truman memorial scholarship trust fund 
(31-01-8296-502-A): 
Obligation limitation 3,061 162 

3,053 162 


American Revolution. Bicentennial 
Administration 


American Revolution Bicentennial Administration 
(31-02-1900-806-—A): 


Budget Authority 262 


262 


Christopher Columbus Quincentennary 
Jubilee Commission 


Salaries and expenses (31-03-0800-376-A): 
Budget Authority ......... 221 12 
Outlays ? 12 

Gifts and donations (31-03-8095-376-A): 

401(C) Authority 2 
2 


Commission on the Bicentennial of the 
U.S. Constitution 


Salaries and expenses (31-04-0054—808-A): 
Budget Authority 383 
304 


Franklin Delano Roosevelt Memorial 
Commission 


Salaries and expenses (31-05-0700-808-A): 


Budget Authority od 29 2 
2 


Institute of American Indian and Alaska 
Native Culture and Arts Development 


Salaries and expenses (31-06-2900-502-A): 
Budget Authority 3,205 170 
3,205 170 


Intelligence Community Staff 


Intelligence community staff (31-07-0400-054-A): 
Budget Authority 24,626 1,059 
16,007 688 


Advisory Commission on 
intergovernmental Relations 


Salaries and expenses (31-08-0100-808-A): 


Budget Authority 1,078 57 
769 41 


Appalachian Regional Commission 


Appalachian regional development programs (31- 
09-0200-452-A): 
Budget Authority 114,720 6,080 
9,190 487 


Delaware River Basin Commission 


Salaries and expenses (31-10-0100-301-A): 
Budget Authority 213 11 
199 11 
Contribution to Delaware River Basin Commission 
(31-10-0102-301—A): 
Budget Authority 
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G-R-H Sequester Amounts—Continued 
(in thousands of dollars) 


ster Sequester 


Account Title Amount 


Interstate Commission on the Potomac 
River Basin 


Contribution to Interstate Commission on the 
Potomac River Bas (31-11-0446-304-A): 
393 21 
393 21 


Susquehanna River Basin Commission 


Salaries and expenses (31-12-0500-301-A): 
Budget Authority 200 11 
10 
Contribution to Susquehanna River Basin 
Commission (31-12-0501-301-A): 
Budget Authority 


International Trade Commission 


Salaries and expenses (31-17-0100-153-A): 
37,489 
33,494 


1,987 
1,775 


Interstate Commerce Commission 


Salaries and expenses (31-19-0100—401-A): 
44,999 
40,499 


2,385 
2,146 


James Madison Memorial Fellowship 
Foundation 
James Madison Memorial Fellowship Trust Fund 
(31-20-8282-502-A): 

Obligation limitation 26 
26 
Japan-United States Friendship 
Commission 

Japan-United States friendship trust fund (31-21- 


8025-154-—A): 


Budget Authority 1,475 78 


1,350 72 


Legal Services Corporation 


Payment to the Legal Services Corporation (31-22- 
0501-752-A): 
16,942 


14,757 


319,663 
278,426 


Marine Mammal Commission 
Salaries and expenses (31-—23-2200-302-A): 


820 


Merit Systems Protection Board 


Salaries and expenses (31-24-0100-805-A): 
21,226 1,125 
19,137 1,014 
Office of the Special Counsel (31-24-0101-805-A): 
Budget Authority 5,180 275 
4,267 - 226 


National Archives and Records 
Administration 


Operating expenses (31-26-0300-804-A): 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


mae Sequester 
Amount 


National archives trust fund (31-26-8436-804-A): 
401(C) Authority— 
Ob eee 8. 559 


National Capital Planning Commission 


Salaries and expenses (31-28-2500—451-A): 
Budget Authority 3,091 164 
2,843 151 


Account Title 


10,555 


National Commission on Libraries & Info. 
Science 


Salaries and expenses (31-30-2700-503-A): 
Budget Authority 773 41 
33 
White House conference on library and information 
services (31-30-2701 -503-A): 
1,818 96 
601 32 


National Commission on Migrant 
Education 


Nat'l Commission on Migrant Education: Salaries and 

Expenses (31-31-0600-501-—A): 
Budget Authority 2,047 108 
164 9 


National Council on Disability 


Salaries and expenses (31-32-3500-506-A): 
Budget Authority 1,207 
925 


National Endowment for the Arts 


National Endowment for the Arts: Grants and 
administration (31-35-0100-503-A): 
Budget Authority ......... 175,287 

58,397 


9,290 
3,095 
National Endowment for the Humanities 


National Endowment for the Humanities: Grants and 
administrati (31-36-0200-503-A): 
158,613 8,406 
69,790 3,699 


Institute of Museum Services 


Institute of Museum Services (31-37—0300-503-A): 
Budget Authority 23,078 1,223 
5,973 317 


National Labor Relations Board 


Salaries and expenses (31-39-0100-505~A): 
143,015 
134,577 


National Mediation Board 
Salaries and — ee 


7,580 
7,133 


358 
274 


5,161 


National Science Foundation 
Research and related activities (31-45-0100-251- 
1,679,370 89,007 
836,326 44,325 


Science and engineering education activities (31-45— 

0106-251-—A): 
Budget Authority 9,389 
1,412 


7,193 
3,556 


BEST COPY AVAILABLE 


G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


ay 


National Transportation Safety Board 


Salaries and expenses (31-47-0310-—407-A): 
i 26,450 
24,693 


=< 


Account Title 


1,402 
1,309 


Neighborhood Reinvestment Corporation 


Payment to the Neighborhood Reinvestment 
Corporation (31-49-1300—451-A): 
Budget Authority 20,196 

20,196 


1,070 
1,070 


Nuclear Regulatory Commission 


Salaries and expenses (31-50-0200-276-A): 
Budget Authority. 437,000 
327,750 


23,161 
17,371 


Occupational Safety and Health Review 
Commission 
Salaries and expenses (32-02-2100-554-A): 


Budget Authority 6,099 
5,596 


323 
297 


Pennsylvania Avenue Development 
Corporation 


Salaries and expenses (32-08-0100—451-A): 
Budget Authority 2,433 
1,971 
Public development (32-08-0102-451-A): 
Budget Authority. 3,289 
2,467 
Land acquisition and development fund (32-08- 
4084-451-A): 
401(C) Authority— 
CMI <ccrksensscccnees 3,000 
3,000 


Postal Service 
Payment to the Postal Service fund (32-10-1001- 


372-A): 
Budget Authority 452,128 23,963 
452,128 23,963 
Payment to the Postal Service fund for nonfunded 
liabilities (82—10-1004—372-A): 
Budget Authority 36,942 
Postal Service (32-10-4020-372-A): 
Obligation limitation 1,097,124 
1,075,182 


Railroad Retirement Board 


Railroad social security equivalent benefit account 
(32-20-8010-601-A): 
Obligation limitation 


1,958 


58,148 
56,985 


1,510 
1,510 
Rail Industry Pension Fund (32-20-801 1-601-A): 
Obligation limitation..... 34,055 1,805 
34,055 1,805 
Supplemental Annuity Pension Fund (32-20-8012- 
601-A): 
401(C) Authority 114,908 6,090 
Obligation limitation 2,283 121 
58,535 3,102 


Securities and Exchange Commission 


Salaries and expenses (32-35-0100—376-A): 
148,642 7,878 


6,889 
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G-R-H Sequester Amounts—Continued 


(In thousands of dollars) 
Sequester 
“Base 


Selective Service System 


Salaries and expenses (32-40-0400—054-A): 
Budget Authority 27,403 
22,498 


Sequester 


Account Title Armount 


1,178 
967 


Smithsonian Institution 


Salaries and expenses (32-50-0100-503-A): 
Budget Authority 220,282 11,675 
195,439 10,358 
Construction and improvements, National Zoological 
Park (32-50-0129-503-A): 
Budget Authority 5,496 291 
2,473 131 


Repair and restoration of buildings (32—50-0132- 
503-A): 
Budget Authority 1,138 


455 


21,481 
8,592 


Construction (32-50-0133-503-A): 
Budget Authority 8,967 475 
3,587 190 
Salaries and expenses, National Gallery of Art (32- 
50-0200-503-A): 
Budget Authority 2,099 
1,845 


Repair, restoration and renovation of buildings (32- 
50-0201-503-A): 
Budget Authority 41 
24 
Salaries and expenses, Woodrow Wilson 
International Center (32-50-0400-503-A): 
Budget Authority 234 
145 


Payment to the endowment challenge fund (32-50— 
0401-503-A): 
Budget Authority 
8 
Endowment challenge fund (32-50-81 88-503-A): 
401(C) Authority 270 14 
14 


Canal Zone biological area fund (32-50-8190-503- 
A): 


401(C) Authority 150 8 
150 8 


Other Temporary Commissions 


State Justice Institute (33-02-0052-752-A): 
Budget Authority 11,383 603 
3,611 191 
Commission on Agricultural Workers: Salaries and 
expenses (33-02-0057-—352-A): 
Budget Authority 521 28 
469 25 


Nat'l Comm. on Responsibilities for Financing P.S. 
Education (33-02-0400-502-A): 


Budget Authority 819 43 
41 


[FR Doc. 89-20405 Filed 8-25-89; 11:45 am] 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester 


jester 
e Amount 


Account Title 


Nuclear Waste Technical Review Board: Salaries 
and Expenses (33-02-0500-271-A): 
Budget Authority 3,108 165 
3,108 165 
Office of the Nuclear Waste Negotiator: S & E (33— 
02-0700-271-A): 
Budget Authority. 3,108 165 
3,108 165 


Navajo and Hopi Indian Relocation Commission (33— 
02-1 100-808-—A): 
Budget Authority 28,330 1,501 

17,850 946 

Interagency Council on the Homeless (33-02-1300- 
604-A): 

Budget Authority 1,143 61 
594 31 

Comm. for the Study of Int. Mig. and Coop. Econ. 
Dev: S and E (33-02-1400-153-A): 

Budget Authority 1,341 71 
Outlays 872 46 

National Commission to Prevent Infant Mortality (33- 
02-1500-808-—A): 
Budget Authority 677 36 

546 29 

Int! Cultural and Trade Center Commission: Salaries 
and expens (33-02-1800-804—A): 5 
Budget Authority 866 46 

650 34 

National Economic Commission, Salaries and 
Expenses (33-02-2100-802-A): 
Budget Authority 732 

732 


Tennessee Valley Authority 
TVA fund (Energy supply) (33-16-41 10-271-A): 
401(C) Authority— 
a ME carsaaesasscuctase 73,500 3,896 
73,500 3,896 
TVA fund (Area and regional development) (33-16— 


4110-452-A): 
Budget Authority 107,429 5,694 
1,500 80 


Obligation limitation..... 
26,427 1,401 


United States Holocaust Memorial Council 


Holocaust Memorial Council (33-19-3300-808-A): 
Budget Authority i 2,335 124 
1,847 98 


United States Information Agency 


Salaries and expenses (33-22-0201—154-—A): 
Budget Authority 645,776 
523,079 
East West Center (23-22-0202-154-—A): 
Budget Authority 20,720 


34,226 
27,723 


1,098 
1,098 
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G-R-H Sequester Amounts—Continued 
(In thousands of dollars) 


Sequester 


, Sequester 
Account Title > Amcuet 


Radio construction (33-22-0204—154-—A): 
Budget Authority 67,340 3,569 
37,859 2,007 
Radio broadcasting to Cuba (33-22-0208-154-A): 
Budget Authority 11,649 617 
9,086 482 
Educational and cultural exchange program (33-22- 
0209-154—A): 
Budget Authority 155,441 8,238 
79,275 4,202 


National Endowment for Democracy (33-22-0210- 
154~A): 
Budget Authority 16,369 868 
408 


7,693 


United States Institute of Peace 


United States Institute of Peace (33-24 -1300-153- 
A): 
Budget Authority 7,184 381 


7,184 381 


United States Sentencing Commission 


Salaries and expenses (33-31-0938-752-A): 
Budget Authority 5,398 
4,991 


Total, Other Independent Agencies: 
Budget Authority 
401(C) Authority 
401(C) Authority— 
BRA ccnrccsstesesscess 
Obligation limitation 
Direct Loan 


286 
265 


429,553 
56,592 


4,615 
64,915 


38,161 

Guaranteed Loan 
Limitation 560,062 
412,796 


10,567,200 


Total Government: 
Budget Authority 
Budget Authority— 


470,871,092 21,877,171 


60,792 60,792 
Budget Authority— 
Spec. Rules 
401(C) Authority 
401(C) Authority— 
RIPE, accenosccuntvanee 
401(C) Authority— 
Spec. Rules 
Obligation limitation 
Direct Loan 
Limitation 
Direct Loan Floor 
Guaranteed Loan 
Limitation 
Unobligated 
Balances— 


286,718 
36,739,011 1,947,168 


3,582,143 189,856 


1,526,966 
1,424,371 


1,104,900 
108,817 


20,847,188 
2,053,158 


269,146,613 14,264,771 


39,199,189 
308,364,666 


1,685,565 
16,184,186 
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Title 3— 
The President 


Presidential Documents 


Initial Order of August 25, 1989 


Emergency Deficit Control Measures for Fiscal Year 1990 


By the authority vested in me as President by the statutes of the United States 
of America, including section 252 of the Balanced Budget and Emergency 
Deficit Control Act of 1985 (Public Law No. 99-177), as amended by the 
Balanced Budget and Emergency Deficit Control Reaffirmation Act of 1987 
(Public Law No. 100-119) (hereafter referred to as “the Act’), and in accord- 
ance with the report of the Director of the Office of Management and Budget 
issued August 25, 1989, pursuant to section 251(a)(2) of the Act, I hereby order, 
pursuant to section 252(a), that the following actions be taken effective 
October 1, 1989, to implement the sequestrations and reductions determined 
by the Director in that report: 


(1) Each automatic spending increase that would, but for the provisions of the 
Act, take effect during fiscal year 1990 is suspended as provided in section 
252. The programs with such automatic spending increases subject to reduc- 
tion in this manner, specified by account title, are National Wool Act; Special 
milk program; and Vocational rehabilitation. 


(2) The following are sequestered as provided in section 252: new budget 
authority; unobligated balances; new loan guarantee commitments or limita- 
tions; new direct loan obligations, commitments, or limitations; spending 
authority as defined in section 401(c)(2) of the Congressional Budget Act of 
1974, as amended; and obligation limitations. 


(3) For accounts making payments otherwise required by substantive law, the 
head of each Department or agency is directed to modify the calculation of 
each such payment to the extent necessary to reduce the estimate of total 
required payments for the fiscal year by the amount specified in the Director’s 
report. 


(4) For accounts making commitments for guaranteed loans and obligations for 
direct loans as authorized by substantive law, the head of each Department or 
agency is directed to reduce the level of such commitments or obligations to 
the extent necessary to conform to the limitations established by the Act and 
specified in the Director's determination of August 25, 1989. 


(5) Each Department or agency head may, to the extent otherwise not prohibit- 
ed by law, use existing authority to deobligate balances of budgetary re- 
sources as necessary to apply the required reduction or sequestration in as 
uniform a manner as possible for any person or other recipient entitled to 
payments under any formula-driven calculations specified in the substantive 
law. Deobligations may include budgetary obligations for which checks have 
not been issued or funds not otherwise disbursed (funds obligated but unex- 
pended). 


In accordance with section 252(a)(4)(A), amounts suspended or sequestered 
under this Order shall be withheld from obligation or expenditure pending the 
issuance of a final order under section 252(b). 


If Congress acts to reduce the deficit projected in this report by $6.2 billion 
prior to the snapshot date for the Final Report of the Director, then a final 
order will be issued cancelling the sequester. If the deficit is reduced by a 
lesser amount, the final order will direct that funds be sequestered in accord- 
ance with section 252 of the Act. 
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This Order shall be reported to Congress and shall be published in the Federal 
Register. 


PS tate 


THE WHITE HOUSE, 


August 25, 1989. 
[FR Doc. 89-20406 


Filed 8-25-89; 11:29 am] 
Billing code 3195-01-M 
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